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FINANCIAL TIMES
Ceasefire ignored
as Serbs attack UN
base in Sarajevo
Serb forces fired artillery rounds into a
French-staffed UN base in Sarajevo hours after
the latest Bosnian ceasefire came into effect
There were no casualties. Bosnian radio said
at least 27 people died and 60 were wounded in
a Serb tank and artillery attack on the north-east-
era town of Brcko. Bosnian president Alija Izetbe-
govic has said he will boycott peace talks in Geneva
if the Serbs maintain their offensive. Page 2

Wasted milk subsidies cost $6bw The
European Community has wasted an estimated
Ecu5J8bn (¥6.1bn) In unnecessary subsidies
because Italy, Greece and Spain have failed to
enforce milk production quotas. Page IS

Israel attacks guerrillas: Israeli fighter aircraft
and helicopters attacked guerrilla strongholds
across Lebanon. Five Syrian soldiers and eight
Lebanese were killed. Page 2

Shake-up expected at IBM: International
Business Machines' new chairman and chief execu-
tive, Lou Gerstner, is likely to announce a reshap-
ing of the struggling computer giant's board of
directors tomorrow. Page 19

Big VW shareholder backs L6pezs Gerhard
Schrdder, prime minister of Lower Saxony, which
holds a 20 per cent stake in Volkswagen, restated
support for Josd Ignacio Lopez de ArriortHa, the
company's production director, despite allegations
of industrial spying against him. Page IS

European Monetary System: The martlets
will be monitoring several currencies closely,

all of which came under speculative pressure
last week. The Danish krone and French franc
are still the most vulnerable currencies in the
exchange rate mechanism, but both the Spanish
peseta and the Portuguese escudo, which a week
ago were at the top of the currency grid, foil to

the bottom half of the table as a result oi last

week's tensions. Currencies, Page 31
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Reformers fight to reverse decision on rouble
By John Lloyd in Moscow

SENIOR reformers in the Russian
government yesterday struggled to
reverse the surprise decision by the cen-
tral bank to invalidate all cash roubles
printed before 1993. a move which has
shocked ordinary Russians as well as
officials in neighbouring rouble zone
countries.

President Boris Yeltsin cut short a
two-week break in the countryside yes-
terday and returned to Moscow. Govern-
ment sources said Mr Sergei Filatov,
chief of the presidential staff, and Mr
Andrei Vavilov, deputy finance minister,
met Mr Yeltsin several times to demand
that he cancel the central bank’s
instructions.

According to one account they had
secured his agreement to issue such an
order, which would include sacking Mr
Victor Gerashchenko, the central bank's
chairman.
The bank's decision on Saturday, if

effected, would call in all Soviet and
Russian roubles printed between 1961
and 1992. These would cease to be recog-
nised from today. Russian citizens would
have until August 7 to change the old
notes, but only under certain conditions.

First, they would have to prove they
had “earned” the notes, an apparent
attempt by the Bank to curb criminals
dealing in large quantities of roubles.

And second they could only change
Rbs35.000 (J35) for cash. The rest would
be placed on account with the state

savings bank at interest rates for below
annual inflation and could not be with-
drawn for at least six mouths.
Long queues developed outside shops

as people tried to change old nates for

goods before today's deadline. The rate

offered by hard currency traders for pre-

1993 roubles plunged to around 2,000-

2,500 to the US dollar from its level on
Friday of 1,006.

A series of objections came from coun-
tries within the rouble zone, including
the two autonomous republics of
Chechnya and North Ossetia within Rus-
sia itself. Officials claimed they had
been given no warning and in some
cases could not or would not observe the
Bank’s regulations.

Mr Arnold Voilukov. deputy chairman

of the Bank, admitted that no agreement
had been reached with other rouble-zone
republics before the move was made.
He said, however, that Kazakhstan

and Uzbekistan bad agreed to the new
regulations, while Belarus would also

abide by the decision. But the Georgian
government said it. would replace the
rouble with coupons from August 2, and
both tbe Armenian and Moldovan gov-

ernments said they would continue to

honour the old roubles.

Bank officials and foreign financial
observers say tbe main reasons for the
exercise are:

• To flush out large holdings of cash
which could not be explained by legal

dealings.
• To reduce inflation.

• To make counterfeiting more diffi-

cult.

• To end the ambiguity between
“Soviet" and Russian money, and to

make clear that all republics which stay
in the rouble zone would be subject to

Bank of Russia monetary discipline.

However, one foreign financial expert
said that “the move will probably not
have any long-term effect on inflation. It

doesn't look like a move initiated by the
Finance Ministry". The struggle at the

top of tbe administration comes after

tbe parliament passed last week a series

of decisions which would reverse much
of the government's effort to control
expenditure and continue privatisation.

Throwback to Soviet ways. Page 3

Bundesbank urged to consider other EMS members

ERM
as

pressure

franc threat

builds

grows
By Pater Norman in London and
David Buchan in Paris

The chart shows the member currencies ofthe
exchange rate mechanism, measured against the

weakest currency in the EMS’s narrow 2.25 per

cent fluctuation band. In practice, currencies in

the narrow band cannot rise more than 235 per
centfrom the weakest currency in that part of

the system. The Spanish peseta and Portuguese

escudo operate with 6per centfluctuation bands.

‘Golden share1 for Elf-Aquitaine: The French

government will retain a "golden share” in state-

controlled oil group Elf-Aquitaine, to protect

tbe company from takeover after privatisation.

Page 19

Reuters, international information and news

group, is tomorrow expected to disclose a plan

to spend £400m ($600m) on buying back its shares.

Page 19

Tories face more conflict: Fresh battles

loomed In the British Conservative party's civil

war over Europe despite prime minister John

Major’s efforts to call a truce. Page 18

Zulus ‘under threat?: Chief Mangosutbu

Buthelezi, leader of South Africa's Inkatha Freedom

party, said the the African National Congress

and the ruling National party wanted to destroy

the Zulu kingdom. Page 6

Asean reaches trade compromise: The

Association of South East Asian Nations has

reached a compromise on a Malaysian plan to

establish an east Asian trade group which excludes

the US and Australia. Page 5

House price rise forecast: UK house prices

will rise 8.5 per cent by the end of next year.

National Westminster Bank's chief economist

says. Page 7: Lex, Page 18

Iraq denies missile attack: Iraq rejected

US reports that a missile had been launched against

a US air force jet over southern Iraq. Page 2

UK cool on VAT change: Changes to the

rules governing value added tax under the Euro-

pean single market have not benefited UK compa-

nies, says a report. Page 7

Boots, retailing and pharmaceuticals group,

said it was considering the future of its drugs

division after the withdrawal of Manoplax, its

heart drug. Page 20

Barclays narrows field for top Job: Barclays,

UK bank seeking an outsider to split Andrew

Buxton's joint role as chairman and chief executive,

has narrowed its shortlist to British candidates.

Page 19

Truck operators strike: Italy’s independent

road hauliers began a two-week strike. Page 4

Gas price rise boosts profits: US energy

groups Exxon and Mobil exceeded market expecta-

tions with second-quarter profits boosted by a

rise in natural gas prices. Page 21

Race hat-trick: Spaniard Miguel Indurate

won tiie Tour de France cycle race for the third

year in succession.

PRESSURE on the European
exchange rate mechanism looks

set to build again this week
ahead of Thursday's meeting of

the Bundesbank central council.

Mr Pedro Solbes. Spain's
finance minister, urged the Bund-

Y ~{~^5bank to take the problems of

oftxe^European Monetary System
members into account. “The EMS
cannot five in a situation of per-

manent crisis”, he said in an
interview with the Financial
Times.
Large scale intervention by the

Bundesbank arid Bank of France
on Thursday and Friday of last

week did no more than hold the

French franc at just over one cen-

time above its lower intervention

point in the ERM.
Foreign exchange market oper-

ators now say that only a signifi-

cant cut of perhaps one percent-

age point in German interest

rates will save the franc. How-
ever, it is doubtful whether the

Bundesbank could agree to such

an easing of credit conditions in

the face of continued inflationary

pressures in Germany.
Although the Bank of France

and Bundesbank have a formida-

ble reputation for defending the

franc and giving speculators a

“bloody nose", developments in

financial markets late last week
were inauspicious for the French
currency:

• Market assessments of the

scale of a Bundesbank rate cut

required to alleviate the crisis

rose steadily on Friday, from
around half a percentage point in

the morning to a full point by the

end of currency trading in

Europe;

• Equities in Paris advanced on
Friday, showing that investors
there expect the government to

cave in to speculators and cut

interest rates in the same way
that the British government
acted after last September's
departure of sterling from the

ERM;
• Conservative bond market
investors and pension fund man-
agers were reported to be moving
fimds out of the French into the

German bond markets in the
expectation of a currency gain
from a Franc devaluation or sus-

pension of the ERM;
• New York hedge fund manag-
ers said they had. so for played

hardly any foUi in the latest

round of speculation against the

franc. But some said they were

preparing to act this week unless

there were clear signs of the
Bundesbank lowering interest

rates.

Market analysts also say the

French banking system is in a
less strong position than before

to support the French govern-
ment’s efforts to shore up the
franc through higher interest

rates.

French hanks cooperated with
the government by not passing

higher interest rates to corporate

and individual borrowers in the

crises of last September and early

this year. Banks are less able to

take such a strain after suffering

recession-induced losses this

year.

Moreover, the French govern-

ment is in a worse position to

"twist arms" among tbe state-

owned banks because it is prepar-

ing them for privatisation and
cannot risk destroying their prof-

itability.

The French prime minister, Mr

The ERM under pressure

Edouard BaKadur
French prime rrmstor

French franc

Against the D-Mark (FFr par DM)

3.34 •
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3.40

A week to watch-.

*3|.. Today: Edouard Bafiadur Mas into

London to meat John Major

•JL Preliminary German inflation rata

(or Juty (mid-month to mid-

month): due this week

<31.. West German import prices for

June (key inflation indicator):

due this weak

Spanish unemployment figures,

which could put pressure on the

peseta: due this week

<9,. Thursday: regular Bundesbank
council meeting m Frankfurt

Batadur, due in London today,

has staked his political future on
defending the franc-

u
Ifanyone wanted to carry

out another policy they

wouldfirst have to change
prime minister".
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China announces
property code to

cool credit boom
By Tony Walker in Beijing

CHINA announced at the
weekend a 10-point “clean-up
campaign" to calm its chaotic
property market which is

regarded as one of the main
causes of an explosion in credit

over the past year.

Mr Wang Xianjin, director of

the State Land Administration,
spoke of “chaos in the (and mar-
ket” and said that lax controls

had created openings for "unlaw-
ful" speculation.

Among the measures to check
rampant speculation will be
tighter land use regulations.

These would require an advance
payment of at least 20 per cent of
the total project, excluding land
price, before the land use right

was legally transferred.

Stringent controls will be
imposed to ensure market prices

for land sales. The bulk of land
transfers in China have been by
private treaty, opening the way
for widespread corruption.

Mr Wang also vowed to crack
down on the unrestrained spread
or economic development zones
which had mushroomed through-

out tbe country. He estimated
around 3,000 zones were either in

the planning stage or had been
established.

The government had given
approval for about 300 develop-

ment areas which offer tax
breaks to foreign investors. Mr
Wang said a review was being
conducted and zones that had not
complied with procedures would

be closed down or would be
turned into industrial parks,
which do not have tax incentives.

The Chinese official stressed
that measures to clean up the
property market would not affect

normal business, but he urged
prospective purchasers of prop-

erty to familiarise themselves
with the law.

Chinese attempts to cool the
overheated property and laud
market coincide with a govern-

ment di ive to bring the economy
under control. China's economy
grew by nearly 13 per cent last

year, and continued to expand
rapidly tti the first six months of

im
The authorities have instituted

a credit squeeze, and curbed spec-
ulative loans. This seems certain

to take some of the steam, out of
the property boom which was
already showing signs of falter-

ing. especially in China's
southern areas.

The property "clean-up cam-
paign" also coincides with
attempts to check land specula-

tion by the military, which has
become deeply involved in busi-

ness. including property develop-

ment. The Central Military Com-
mission, China's top military
body, recently issued a directive,

warning specifically against spec-

ulative activities. It also said the

army bad no business becoming
engaged in building luxury holi-

day resorts, office buildings and
hotels.

Worry of air crashes. Page 6

Edouard Balladur. whose centre-

right government has repeatedly

vowed to defend the franc’s sta-

tus in the ERM, is likely to reaf-

firm that message when he meets
the British prime minister in

London today with a government
delegation led by President Fran-

cois Mitterrand.

Economy minister wants sharp

cut in Spanish labour costs
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By Tom Bums in Madrid

THE RECESSION in Spain shows

no sign of ending and a sharp

reduction of labour costs is

required to stimulate the trou-

bled economy, the country's new
economy and finance minister

has warned.

Mr Pedro Solbes also said the

European Monetary System
could not endure continual crisis

and he appealed to the Bundes-

bank to take the problems of

other EMS members into

account
In an interview with the Finan-

cial Times, Mr Solbes, the former

agriculture minister promoted to

the economy portfolio earlier this

month, indicated there was little

chance over the next two years of

reducing Spain's budget deficit.

He said he would amend ambi-

tious targets set by the govern-

ment for economic and monetary

union convergence.

The minister gave one of the

most sombre assessments of the

economic problems and limita-

tions facing Spain. A technocrat

and non-socialist in a Socialist-

led government, Mr Solbes also

gave a frank outline of structural

reforms and spending cuts

needed to reduce the budget defi-

cit.

“With the data we have at pres-

ent, 1 don’t see short-term recov-

ery,” Mr Solbes said. “It is by no
means certain that recession has

bottomed out . and we will have
jbelow-zero GDP growth this year,

perhaps minus 0.5 per cent”
The minister said he had to be

“very prudent” over forecasts for

1994 although the government
was “convinced" the domestic
economy would improve. “It is

very difficult to suggest figures

but we are working on a growth
rate of between 1 and 2 per cent,”

he said.

Mr Solbes will be meeting
employers and unions tomorrow
for talks on what the government
has termed “a social pact for

employment” - a broad agree-

ment on wages and labour legis-

lation that will address Spain's

sharply deteriorating job market.

Quarterly employment figures

due this week are expected to

show the loss of more than

100,000 jobs in the past three

months and an unemployment
rate of more than 23.5 per cent
"My thesis is that wages have

to be pegged below inflation lev-

els,” Mr Solbes said. He will also

seek at the talks a large-scale

revision of laws on hiring, job

classifications and firing that had
helped to make labour costs In

Spain among the costliest In the

west.

Mr Solbes said he wanted nego-

tiated agreements but made it

clear that if these were not forth-

coming, the government would
act unilaterally and radically to

reform the labour market “There
is not much time and new wage
guidelines must be in place by
January l," he said.

Spain's shrinking and increas-

ingly uncompetitive economy has
fuelled speculative attacks on the

peseta and forced three devalua-

tions of the currency since Sep-

tember. Mr Solbes believes the

currency weathered last week’s

attacks, foiling to just below its

central parity rate in ERM but

Continued on Page is
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SAAs extra service

from Manchester now offers

you Two out ofTwo!

South African Airways are introducing an additional

service from Manchester in September.

By popular demand we are increasing our

Manchester service 100% with SAA flights to

Johannesburg every Tuesday and now Sunday from

September 5.

Two from Two
That makes two services a week from Manchester’s

new Terminal 2. The development provides unique

links from the North and an unbeatable 11 flights a

week from the UK.

Once you have arrived, our great connections to

over 20 destinations throughout Southern Africa and
the Indian Ocean Islands mean that SAA really are

No.l for service and value. And it shows we go out
ot our way to have you singing our praises.

For more details contact your travel agent or our Manchester office:

4th Floor, 1 St. Ann Street, Manchester M2 7LG Tel: 061-834 4436.
SAA: 251-259 Regent Street, London WlR TAD Tel: 071-734 9S4I. 3rd Floor.
Neville House, 14 Waterloo Street. Birmingham B2 5TX Tel: 021-643 9605. Station

House, 34 St. Enoch Square, Glasgow Gl 4DH Tel: 041-221 0015.
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foadua1 israei pounds guerrilla bases

shekel

planned
By David Horovrtz

in Jerusalem

ISRAEL’S financial
community has given a mixed
response to measures to
reduce inflation and reform
foreign currency controls,
announced by the Bank of
Israel and the Treasury.

From today a 2 per cent
Import surcharge and a 2 per
cent export subsidy are to be
scrapped. There will also be a
gradual 2 per cent shift in the
central rate of the shekel, in

effect a gradual devaluation.

Announcing the measures
on Satnrday, Mr Jacob
Frenkel, central bank gover-
nor, and Mr Avraham Sbochat,

finance minister, stated their

intention to let the currency
depreciate at an annual rate of

G per cent

The changes, said Mr
Frenkel, were intended to

move Israel closer to eliminatr

mg all foreign exchange con-

trols, creating a unified
exchange rate for the shekel,

,

as well as to stimulate the

economy.

He expressed the hope that

they would allow a significant

redaction in interest rates.

Mr Shocbat said he hoped
the moves would lower infla-

tion next year to 8 per cent,

from a predicted 10 per cent
for 1993. “They will also fuel

growth in the economy, stabil-

ity and a gradual reduction in

unemployment,” he said.

Israeli financial analysts
hailed the package as a step

forward in the fight against

inflation, but leading industri-

alists said it did not go far

enough.

Mr Dan Propper, president
of the Manufacturers* Associa-
tion, called fOr an immediate 3
percentage point cat in inter-

est rates, and protested that

the scrapping of the import
levy and the exports surcharge
would undermine Israeli com-
petitiveness.

Several leading industrial-

ists are known to have been
pressing for an immediate 6
per cent devaluation of the
shekel.

ISRAELI aircraft and
helicopters yesterday attacked
guerrilla strongholds across
Lebanon in the heaviest air

strikes in more than a decade.

The guerrillas retaliated by fir-

ing salvos of rockets at Israel,

Reuter reports from Mash-
ghara, Lebanon.

Police said five Syrian sol-

diers and eight Lebanese,
including a guerrilla leader,

bis wife and daughter, had
been killed in the raids; three

Syrian soldiers and 20 Leban-

ese had been wounded.

Israel sent in its air force,

after two weeks of threats, to

avenge the killing of six of its

soldiers this month in the

bloodiest guerrilla attacks on

its forces in southern Lebanon

in nearly three years. A sev-

enth Israeli soldier died yester-

day of wounds sustained in a

clash with guerrillas in Leba-

non on July 9, the army said.

In retaliation for the air

attacks guerrillas fired more
than 40 Katyusha rockets at

northern Israel, prompting a
fresh wave of air raids on Pal-

estinian and pro-Iranian Hiz-

boilah targets in the south and

near Beirut
Israeli and allied gunners

pounded guerrilla strongholds

in the south with shellfire,

security sources said. No one

was reported hurt in the
Katyusha attacks.

Five Syrian soldiers were

killed and three wounded
when aircraft struck Mash-

ghara village, the southern-

most Syrian post in Lebanon
and a Hizboilah guerrilla

stronghold. They were the first

Syrians killed in Israeli action

in Lebanon In years.

Three of the Syrian soldiers

were killed when aircraft hit

their position in the village fac-

ing Israel's “security zone" in

the south which was re-in-

forced with extra artillery in

the past two weeks.

Other Syrian soldiers

launched SAM-7 surface-to-air

misfrites at the aircraft, which

returned and blasted the

source of fire with missiles,

wiling two more Syrian troops,

police said.

Israel accused Syria, one of

its partners in Middle East

peace talks, of backing the

attacks on Its forces In south

Lebanon. It warned Damascus
to curb the Hizbollah and Pal-

estinian fighters by cutting

arms supply lines Cram Iran.

Damascus, the main power

broker in Lebanon where it has

some 35,000 troops, rejected the

Israeli warning and said it

would regard any attack on

Lebanon as one on itself.

In Washington, the State

Department responded to the

day of violence by urging Mldr

die Eastern countries to exer-

cise utmost restraint and rely

on peace negotiations to settle

differences.

Lebanon has warned that

any large-scale Israeli offensive

would endanger the peace
talks that began in October
1991.

Violence still setting Mideast agenda
ISRAEL'S extensive air raids and
artillery bombardment of Lebanon yes-

terday again underlined just how nar-

row the line Is between war and peace
in the Middle East Since October 1991,

when the Middle East peace conference
convened in Madrid, the main issue in

the region has been the unique opportu-

nity that existed for a settlement

But, after 10 rounds of negotiations, it

is still violence and the response to it

that is setting the agenda. Lebanon’s
southern border with Israel is where
the failures of the peace process are

most easily exploited by those most
opposed to it. Since its unsuccessful
attempts in 1978 and 1982 to impose
itself on Lebanon politically, Israel has
occupied part of the south, purportedly

to protect its territory Dram rocket

attacks. But the occupation invites

retaliation, provides a focus for the

rivalry between Syria and Israel for

influence in Lebanon, and has opened
to the door to the involvement of Iran

through Hizbollah, the radical Shia
movement which it largely finances.

Hizbollah serves several purposes. It

can claim to be acting as a national

Roger Matthews assesses the latest

blow to a failing peace process

liberation movement, has a legitimate

role in Lebanese political life, but can
also reflect the interests of Syria and
Iran, at least for as long as the aims of

those two countries coincide. It is a
measure of Hizbollah’s importance bo

Iran that it continues to be generously
funded and well-equipped militarily at a
time when Tehran itself is in difficulty

meeting its international obligations.

The increasing sophistication and
effectiveness of Hizbollah attacks
against Israeli positions in southern
Lebanon, especially during this month
when seven Israeli soldiers have been
killed, was always likely, indeed
designed, to draw a response. However.
Israel knows from long experience that
air attacks will not deter Hizbollah for

Long, while wider ground operations
carry the risk of additional casualties.

The reported deaths of several Syrian
soldiers in yesterday’s attacks also

illustrates bow easily the conflict could

broaden. Syria maintains at least 35,000

troops in Lebanon as part of an agree-

ment between the two governments.
Israel, and no few Lebanese, see the

Syrian presence as an occupation, but

the government in Beirut angrily

rejects this. Mr Rafik al-Hariri, Leban-

ese prime minister, insists that the Syr-

ian forces will withdraw as soon as they

are no longer required, which is not the

case with Israel However, there seems
to be broad acceptance that the Syrians

will not pull back while Israel still occu-

pies part of south Lebanon and the

Golan Heights. And despite more than
20 months of negotiations, Syria, Leba-

non and Israel have been unable to

report any real narrowing of the gaps.
The proximity of several of yester-

day^ air raids to the Syrian border was
obviously designed to stress the Israeli

accusation that Damascus is ultimately

responsible for the increased activity of

Hizbollah. There is little argument that,

although financed by Iran, most sup-

plies reach Hizbollah through Syrian-

controlled territory.

The Israelis suspect, with some rea-

son, that Syrian frustration at Israel’s

refusal to commit itself to withdraw
from the Golan Heights is shown by the

degree of latitude given to Hizbollah.

The danger of further military con-

frontation in Lebanon therefore
remains high, although President Hafez
al-Assad. rubbed of the diplomatic and
military backing of the former Soviet
Union, is likely to measure any
response with great care. He will not
wish to risk his perhaps irreplaceable

front-line aircraft against Israel, or
expose his surface-to-air missiles in the
Bekaa valley to fresh attack.

For those reasons Mr Assad is certain

to welcome the visit later this week to

the region by Mr Warren Christopher,

US secretary of state. But for the
Americans, yesterday's events in Leba-
non are the clearest warning yet of the
consequences of continued lack of prog-
ress in the Middle East peace process.

A Lebanese mother flees with her child in her arms from the

Israeli attack on Na’ameh, near Beirut, on Sunday

Baghdad seeks to play down incident over ‘no-fly" zone OflPP fIVPr WQV6
Iraq denies missile fired at US jets to

P
prop up oil prices

^

By Mark Nicholson in Cairo

IRAQ yesterday rejected US
reports that a surface-to-air

missile had been launched
against a US air force jet over
southern Iraq at the weekend,
claiming the defence depart-
ment report was either a “plot”

or a "hallucination”.

The statement followed
reports from Washington that

jets patrolling the “no-fly” zone
late on Saturday had seen a
single projectile launched soon
after a US F-4G had fired at
and hit an anti-aircraft missile

site in the area. The F-4G had
been “illuminated" by the
site's radar.

The Iraqi response to the
incident, made in a statement
handed to reporters in Bagh-
dad, was less defiantly aggres-

sive than previous reactions to

reported clashes in the “no-fly”

zone, set up by the Gulf war
allies to prevent Iraq using air

power against rebel Shia
groups in southern Iraq. How-
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ever, the firing of an anti-air-

craft missile would be the first

attack on US jets since Iraq

declared an informal ceasefire

in the region following Presi-

dent Bill Clinton's inaugura-
tion in January.
A Pentagon spokesman said

that Saturday’s missile launch
had been witnessed by two US
jets and was the second such
skirmish within a month.
Another F-4G “Wild Weasel"
fired at an anti-aircraft site

near Basra on June 29.

US aircraft patrolling the
“no-fly" zone from bases in
Saudi Arabia are under orders
to attack any missile site if

,

they are “locked" by its radar.

Iraq said the defence depart-

ment report “is either halluci-

nation on the part of the pilots

or an attempt by US adminis-
tration circles to fabricate a
crisis". Its dismissive suggests
Iraq Is anxious to avoid further

tension with the US while it

embarks on a fresh charm
offensive within the United
Nations, with the particular
aim of persuading the Security

Council to consider easing eco-

nomic sanctions.

Talks with the UN an a lim-

ited oil sale are expected to

resume in New York this week.
Wide-ranging discussions on
Iraq’s compliance with UN
ceasefire terms are also sched-
uled to begin in New York as

soon as next month. This
results from last week's resolu-

tion of a confrontation over the
installation of monitoring cam-
eras at two missile test sites

and Iraq’s declaration that it

would consider long-term mon-
itoring of all its weapons pro-
grammes.
A team of UN weapons

inspectors arrived in Baghdad
yesterday to install video cam-
eras at the two sites as part of
a compromise brokered
between Iraq and the UN last

week by Mr Rolf Ekeus, the UN
envoy.

The cameras will be turned
off pending the results of the
UN-Iraq talks next month and
the UN inspectors are expected
to leave Iraq within four to

seven days.

By Deborah Hargreaves
in London and Mark Nicholson
in Cairo

MINISTERS from the
Organisation of Petroleum
Exporting Countries dashed at
the weekend over ways to sup-

port sagging world oil prices.

Mr Jean Ping. Gabon’s oil

I

minister and current president

of Opec, has failed to find a
consensus to address what one
minister described as “Opeds
worst crisis since the price col-

lapse of 1986".

Mr Ping continued his tour

of Middle Eastern Opec coun-
tries to canvass opinion for an
emergency meeting to agree a

strategy for Opec when Iraq
returns to the export market
Iraqi officials have been

involved in negotiations with
the United Nations over lim-

ited oil sales.

Mr Ping met officials

from the United Arab Emir-
ates, the organisation's fourth
biggest producer, yesterday
afternoon.

He said in Abu Dhabi that be
might hold further talks today

with Saudi Arabia and Kuwait
His shuttle, which has already

induded discussions with the

Saudi, Iranian and Kuwaiti ofl

ministers, was prompted by oil

market jitters over the pros-

pect of Iraq reaching agree-

ment with the United Nations
on a limited exemption to the
oil embargo imposed after the
Gulf war.
Opec has already abandoned

plans for an emergency meet-

Although Opec, with the
exception of Kuwait, agreed at

its last meeting to adhere toan
overall ceiling of 23J58m bar-

rels a day, industry , estimates

put actual production well
above34m b/d.

Mr Nazer dir Friday placed

the blame squarely on Iran for

the present price slump, accus-

ing Tehran of pumping 277,0G0

b/d more than its aHoted share

under the last agreement Iran

mg scheduled for Wednesday “alone bears responsibility'’, he
in Vienna in the absence of
any agreement and amid
increasing recriminations
among its leading members.
In particular, Saudi Arabia

and Iran, the organisation’s
two biggest producers, are at
loggerheads over the course

the organisation should take.

Mr Gholamreza Agazadeh,
Iran's oil minister, is seeking

an immediate meeting, with

the backing of Algeria.

But Mr Hisham Nazer, Saudi
oil minister, has argued that a
meeting would be pointless

until it is known 14 when and
in what quantities Iraqi oil will

return to the market

said. Iraq yesterday joined the

fray, blaming the ruling fenri-

lies of Saudi Arabia and
Kuwait for undercutting
prices.

-. The oil market was fairly

steady late last week in spite of

the Opec disarray, but price

stability remains fragile while
the threat of Iraqi oil sales con-

tinues to hang over the mar-
ket

Iraqi officials who have been
talking to the United Nations

-

about a possible one-off sale of

$L6bn-worth of ofl are still in

Baghdad. But they are expec-

ted to resume talks in New
York next week.
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NEWS: INTERNATIONAL

Throwback to Soviet ways
*^*8^ examines the weekend announcement by the Russian

Central Bank that all pre-1993 roubles are to be scrapped

T UB announcement over
the weekend, by the
Russian Central Bank

that an roubles printed before
1993 most be exchanged during
the next two weeks for new
notes is confusing only on the
surface. Below Che surface, it is
Byzantine.

First, the timing of the
announcement was significant
It came early on Saturday
morning, when President Boris
Yeltsin was on holiday, when
Mr Boris Fyodorov, the finance
minister, was in the US.
Mr Sergei Dubinin, his first

deputy, had just left for a sum-
mer break - having told jour-
nalists on Friday that the gov-
ernment would demand that
Mr Yeltsin must veto a range
of measures passed by the par-
liament in the previous week.
No government figure com-

mented on the announcement,
as would have been expected
with regard to a move at once
so radical and so uncomfort-
able for the population.

Instead, the official TASS
news agency published a State-
ment of the Russian Govern-
ment Text of the Official Docu-
ment, which says, “the Central
Bank’s decision, taken with the
aim of stabilising the cash cir-

culation in the country pud
eliminating the plurality of

forms of cash notes. Is sup-
ported by the Russian Govern-
ment". (This was without cit-
ing a spokesman or minister -
a throwback to the Soviet
period when announcements
simply emanated from the
communist party politbureau
or from the government.)
Second, according to a

source close to the radicals in
the Russian cabinet, two key
reformers - Mr Sergei Filatov.
Mr Yeltsin’s chief erf staff, and
Mr Andrei Vavilov, the deputy
finance minister - had a series
of meetings with Mr Yeltsin
yesterday and finally secured
his agreement to issue a decree
cancelling the decision of the
Central Bank and sacking Mr
Victor Gerashchenko, the
bank's Chairman .

The reformers were horrified
by the move, regarding it as a
provocation designed to deepen
the government's unpopular-
ity, taken without notice or
adequate preparation, and
largely useless in comnbatttng
inflation and crime, two of the
stated aims.
However, no such decree had

been published by yesterday
evening. Mr Yeltsin is constitu-

tionally unable to sack Mr
Gerashchenko without the
agreement of the Russian par-

liament, to which the central

UN base shelled

in Serb assault
By Laura Sflber in Geneva

SERB forces fired artillery

rounds into a French-staffed
United Nations base in Sara-

jevo yesterday, setting ablaze
several vehicles but with no
reported injuries. The incident

occurred hours after the latest

Bosnian ceasefire came into

force.

French Colonel Roger
Duburg said seven artillery

rounds slammed into the park-

ing lot of the UN base in what
he told reporters was a deliber-

ate attempt to intimidate the

UN. The shells hit a satellite

base of the UN force at the

Zetra Olympic stadium in the
besieged Bosnian capital.

“I believe this was a signal.

Under the latest UN resolution

we may have the option to

send them a signal,” Col
Duburg said, implying that the

UN forces could retaliate.

"This was direct fire. It was
not an accident" he said. The
UN has warned Serb forces it

will use Nato aircraft to pro-

tect UN peacekeepers if they
come under fire in the six

enclaves proclaimed as “safe

areas", including Sarajevo.

UN Commander Barry
Frewer said both sides had
ignored the ceasefire. Bosnian
President Alija Izetbegovic has

said he would boycott peace

talks in Geneva, postponed
until Tuesday, if the Serbs
maintain their offensive.

Bosnian radio said at least 27

people were killed and 60

wounded yesterday in an
all-out Serb tank and artillery

attack on the northeastern
town of Brcko.

UN observers saw refugees

streaming from the town,
headed for Tuzla, the Bosnian
government strpnghold 40
miles to the south. The UN
reports said they expected the

fighting to intensify amid a
build-up of Serbian tanira-

“The entire 66km front line

is wrapped in flames and
smoke. . . Bosnian homes are
collapsing like houses of cards

in the terrible explosions of

Russian Volkov rockets," said

Sarajevo radio, calling yester-

day “the most difficult since

the beginning of the war”.
Belgrade radio confirmed the

clashes between Serbs, on one

side, and Moslems and Croats,

on the other. It said a powerful
counter-offensive has success-

fully pushed back the Moslem
forces". Serb forces seized con-

trol of Lipovac, Eolonjja and
Brod, villages on the outskirts

of Brcko, reported SENA, the

Bosnian Serb news agency.

Brcko has changed hands
several times and been heavily

damaged since the war erupted

16 months ago.

The five-day offensive

around Brcko follows a pattern

established by the Bosnian
Serb army in spring last year

when they killed or expelled

hundreds of thousands of Mos-

lems from eastern Bosnia
'while international attention

was focused on Sarajevo.

Ceasefire agreed

in Azerbaijan war
AZERBAIJAN and Armenians
in Nagorno-Karabakh yester-

day agreed a three-day cease-

fire along the benders of the

disputed enclave, the latest in

a series of attempts to end the

bloody fighting. Renter reports

from Moscow.
Mr Gegam Bagdasaryan. a

Karabakh parliament spokes-

man, said the ceasefire, which
took effect at midnight on Sat-

urday, had so far been
respected by both sides.

“We agreed on condition that

the timft would be used to hold

top-level negotiations between
Azerbaijan and Nagorno-Kara-

bakh,” he said.

Azeri authorities refused to

confirm or deny whether a

ceasefire had been introduced,

but a defence ministry spokes-

man in the Azeri capital, Baku,

told local reporters that the

fighting had effectively stopped

yesterday.

Interfax news agency said

the ceasefire was agreed after a
series of consultations between
Mr Safer Abiyev, Azeri, acting

defence minister, and Mr Sam-
vel Babayan, Karabakh mili-

tary commander.
Armenian forces this year

changed the tide of the five-

year war over the Transcauca-

sian enclave, which has
announced its independence
from Azerbaijan. Repeated
international and domestic

efforts to resolve the crisis

have come to nothing.

The Armenians have forced

Azeri troops out of Karabakh
and seized a crucial region

between the enclave and
Armenia. Last week, they dealt

Baku a further humiliating

blow when they seized the key

Azeri town of Agdam, east of

Karabakh, despite repeated
riwyials that they intended to

gain control of the town.
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bank chairman is repsoruble. If
the president were to decree
such a dismissal, he would be
again be in direct confronta-
tion with the parliament
Third, a dash between the

president and the executive, on
the one side, and the parlia-

ment, on the other, is now
inevitable. It will probably
come soon. The parliament has
taken a range of decisions in
the past ten days.

• To strip the privatisation
agency of many of Its powers
to rescind licences given to for-

eign banks;
• To tighten control over the

Central Bank itself;

• To pass a budget with a
defiict of Rbs22 trillion, or 25
per cent of GNP;
• To give leave to the procu-

rator-general to investigate
corruption allegations against

Mr Vladimir Shumeiko, the
first deputy prime minister. (A
parallel investigation is pro-

ceeding against Mr Mikhail
Poltoranin, a deputy prime
minister and. like Mr
Shumeiko, a close ally of Mr
Yeltsin.)

These have added up to the
most serious challenge to the

president since he was forced

by the Congress of People’s
Deputies last december to fire

Mr Yegor Gaidar, then the act-

ing prime minister.

Mr Yeltsin has thus cut
short a planned two-week
break by some four or five

days, and he was at his desk in
the Kremlin yesterday.

Fourth, the political temper-
ature is rising rapidly. A con-

gress of the National Salvation
Front, the hard-line grouping
that unites the nationalist wn ri

neo-communist movements,
met yesterday to hear its co-

chairman, Mr Ilya Constanti-
nov, demand that “this crimi-

nal government be swept
away".
The deepening involvement

of Russian troops in the Asian
border war between Tadjikis-

tan and Afghanistan is raising

passions as the number of
casualties rises; the worsening
relations between Estonians
and Russians in the Baltic
republic of Estonia is a prime
cause for the nationalists in

Russia to seize, as is the deci-

sion of the Russian parliament

to claim jurisdiction over the
city of Sevastopol in Crimea, a
region of Ukraine.

Mr Yeltsin was told by the

supportive daily newspaper
Izvestiya last Friday that “the

President's voice must now be
heard". It seems that such a
hearing cannot be long
delayed. President Boris Yeltsin: Heading for a clash with the Russian parliament
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Turkish
tourist

site hit

by blast
A BOMB exploded yes-
terday at a tourist site in

centra] Istanbul, injuring an
Italian tourist and three

Turks, Reuter reports from Ist-

anbul.
The Anatolian news agency

quoted police as saying
that the bomb had been left

in a Utter basket under
an automated bank teller

machine near the sixth-
century Hoghia Sophia Cathe-

dral.

Separatist rebels of the Kur-
distan Workers' Party (PKK)
meanwhile kidnapped four
French tourists in south-east-

ern Turkey yesterday.

However, it was not immedi-
ately clear whether the bomb
attack was connected with
threats by the outlawed seces-

sionist party to attack Turkish
tourist sites.

Police said that the Italian

tourist at the bombing site

was slightly injured- The three

Turks were also slightly hurt
The bombing is not reported

to have caused any damage to

the Haghia Sophia, which is

one of the world's most cele-

brated monuments of Byzan-
tine architecture.

:k -S

fm

Q'A:,'.

fs
&£>'?

HOW WALES PROVIDES
THE INNER STRENGTH

FOR FORD.
tit
"It?

m

#1

vt-iyx.

V
s ;v>i

f- K't

/

I*.:;**.'

.i$SH
IV * *

‘ </.. '

m
;VX%>
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Hauliers’

strike

threat to

Italy food
By Robert Graham in Rome

SUPPLIES of essential

materials including foodstuffs

and petrol were threatened
yesterday by the onset of a
two-week strike of Italy’s inde-

pendent road hauliers.

Talks between the govern-

ment and Cnatras. the inde-

pendent road hauliers’ associa-

tion, are due to continue today
to find a compromise, but the
two sides remain far apart.

Hie strike threatens devas-
tating disruption at a time of
political uncertainty. Road
haulage accounts for 62 per
cent of all freight in Italy and
Unatras members carry
roughly two thirds of this.

Already yesterday anxious
motorists bad exhausted sup-

plies of petrol in many of the
major cities.

This is the Ciampi govern-

ment's first serious challenge

from a trade organisation. Mr
Carlo Azeglio Ciampi. the
prime minister, has adopted a
tough stance towards what he
regards as excessive demands
from Unatras at a moment
when onions and management
have agreed to keep wage
demands below inflation.

If necessary, the government
says it has prepared emer-
gency measures for essential

distribution and could invoke
legislation forcing Unatras
members back to work. How-
ever, matters could be compli-
cated if road hauliers decide to

block main roads as some have
threatened.

The strike has been the
result of a dispute over new
tariffs and fiscal treatment
dating back to last year.

The association Is demand-
ing a 10 per cent increase in

tariffs. The government is

offering 2 per cent tor 1993
and 3 per cent for 1994.

Smaller foreign banks nervous about suicide of Gardini

Banks meet over Ferruzzi debts
By Robert Graham

FOREIGN banks owed L6,500bn ($4.1bn)

in the collapse of the Femmi-Moiitedi-
son group are due to attend a creditors’

meeting in Milan tomorrow under the

auspices of the Bank of Italy.

The meeting has been called by
Mediobanca, which is coordinating the

rescue operation through five Italian

and two foreign banks. By holding the

session at the Milan offices of the Bank
of Italy, Mediobanca has aimed to give

a sense of neutrality while also demon-
strating the central bank's commitment
to the orderly resolution of the prob-

lems created by Ferruzzi’s L31,000bn

consolidated debt
But the meeting has been compli-

cated by the extraordinary string of

recent events affecting the leading play-

ers in Italy’s second largest private

group and the state of Ferruzzi-Montedi-

son’s finances.

As a result, some of the smaller for-

eign banks may well be tempted to

invoke proceedings for default. Until

now the two foreign banks on the res-

cue committee. Switzerland's UBS and
France's Socifite Gendrale, have not
raised the issue.

The foreign banks, however, have

been made nervous by the shock-waves

following the suicide by Mr Raul Gar-

dini, the former head of the Ferruzzi

empire, and by arrest warrants issued

for four key figures connected with the

group on charges Including alleged fal-

sifying accounts and illicit financing of

political parties.

It is now certain, according to Milan

the creation of a LlOObn slush fund

resulting from Ferruzzi-Montedison’s

involvement in the reorganisation of

the chemicals industry.

Over the weekend Mr Giuseppe Ber-

lini, the Ferruzzi family’s private finan-

cier, handed himself in to Milan magis-

trates after an arrest warrant was

issued for alleged corruption'

It is now certain that Gardini would have

been arrested, Milan magistrates say

magistrates, that Mr Gardini would
have been arrested on similar charges

had he not committed suicide.

Mr Carlo Sama, married to one of the

three sisters of the empire’s founder the

late Arturo Ferruzzi, and former chief

executive of Montedison, the group’s
chemicals arm, is now in prison on
charges of alleged falsifying accounts
and corruption. Mr Vittorio Giuliani

Ricci, married to another of Arturo Fer-

ruzzi’s daughters, and a leading group
executive, has been released on baiL

The late Mr Gardini's close associate,

Mr Sergio Cusani, a financier dose to

the Socialist Party, was also arrested on
corruption charges allegedly related to

These arrests, coupled with the con-

tinued interrogation of Mr Giuseppe
Garofano. the former chief executive of

Montedison, have already begun to

shed light on some of the reasons

behind Ferruzzi’s huge debts and losses.

Evidence has emerged that goes some
way to explain the mysterious
annnimfommt on .Tunp 28 that Mont-

edison had lost an extra L320bn in 1992

only days after shareholders had
approved the year’s accounts.

According to extracts of Mr Garofan-

o’s testimony due to be published today

by II Mondo, a weekly magazine, these

losses relate directly to commodity
trading deals conducted by Mr Gardini.

To cover commodities trading losses of

S60m-$80m. Mr Gardini decided to spec-

ulate in soya in 1989. This was already

public knowledge since the Chicago

Board of Trade subsequently imposed a

S2m fine on the Ferruzzi group.

However, according to Mr Garofano’s

testimony, Mr Gardini lost $350m-

S40Qhl Of this only $150m was written

into the accounts of Ferruzzi Finanzaria

(Ferfin) in 1990 and the remainder was

temporarily covered by Montedison arr-

anging a back-to-back financial opera-

tion with Montedison International,

allegedly using the services of Mr Ber-

lin].

The Garofano testimony goes on to

allege that the extra L320bn hole in

Montedison's 1992 accounts was due to

the Ferruzzi family seeking to cover the

bulk of the commodities losses caused

by the days of the Gardini chairman-

ship by attributing them to Montedison.

Mr Luca Mucci, Mr Garofhno's law-

yer, over the weekend attacked the way
his client’s testimony had been leaked

to the press. This suggests the testi-

mony was accurate. Until now all

extracts of testimony leaked to the

press, apparently with the endorsement
of tite magistrates, have proved correct

VW jigsaw begins to clatter into place
By Christopher Parkes
In Frankfurt

SOME of the Hnfts necessary to

support General Motors'
changes that its former global

purchasing chief and a group
of his associates took indus-
trial secrets with them when
they departed for Volkswagen
clattered into place last week.

After revealing that Mr Jose
Ignacio Lopez de Arriortua,

now VWs production director,

had a personal hand in the col-

lection of some of the GM doc-

uments found in the former
German home of two of his fel-

low defectors, public prosecu-

tors made plain the next stage.

“The investigations will con-

tinue. with special attention to

the examination of witnesses
from the Volkswagen group,”
they said last Thursday.

The aim now is to try to seal

the links
, and extend the chain

of evidence and circumstances.
Mr Ferdinand Piech, group
chairman and scion of the rich

and influential Porsche family,

has consistently denied all alle-

gations of espionage, conspir-

acy or any other suspicions.

Mr Gerhard Schroder, repre-

senting VW's biggest share-

holder by virtue of his post as
prime minister of Lower Sax-
ony. which owns 20 per cent of
the group, has repeatedly

claimed it is ail a commercial
“campaign”. He argues that

GM, a ’’foreign” company, is

peeved at the loss of Mr Lopez,

an inspired and inspiring man-
ager. and is out for retribution.

Mr Schroder, who met Mr
Piech at a crisis meeting last

Friday, is likely to keep his

counsel in future. After last

week's legal setbacks, and evi-

dence of a popular swing of

opinion in favour of GM's
standpoint, VW needs a rather

more professional approach to

its public statements. Accord-

ing to a poll from the re-

spected Forsa institute in Dort-

mund, 65 per cent of Germans
believe there is “something in”

the US group's charges.

This view has been encour-

aged by apparently ambivalent
press statements from VW.
There was no reason for Mr
Lfipez to resign “at this point",

a spokesman said last week.
The group's official response to

the state prosecutors’ revela-

tions about the papers found in

Wiesbaden also appeared to

lack conviction.

The tide of opinion and
prima facie evidence appears to

have turned against VW. The
prosecutors are now believed

to be working their way
through interviews with VW
employees. Starting with estab-

lished members of staff, they

are searching for evidence that

GM data, whether on paper,

computer disks or via elec-

tronic transmissions was fil-

tered into VW’s Wolfsburg
headquarters.

At the end of the list of inter-

viewees stand the four former
GM men, all of whom have
already signed statements or
affidavits that they neither

took secrets from their old
employer nor delivered them to

their new one. They are on
annual leave at present and
not due back until early
August, although all the signs

at the weekend were that they
were likely to be called back
early.
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Francis Bouygues: ‘a man of remarkable intelligence’

OBITUARY

Francis Bouygues
- concrete king
MR FRANCIS BOUYGUES, one
of France’s most powerful
industrialists and founder of

Bouygues, the world’s largest

construction- company* died at
the weekend of a heart attack

at his conntry home in
Brittany.

Known in France as the
“concrete king”. Mr Bouygues,
70, was a figure noted as modi
for his powerful personality as

his business skills. He was one
of the handful of autocratic
industrialists, or patrons.- who
dominated the industrial
development of post-war
France.

The prime minister. Mr
Edouard BaUadur, described
him at the weekend as a “man
of remarkable intelligence,

dynamism and imagination”.
Mr Jacques Chirac, mayor of
Parts and prospective presi-

dent. praised his “imagina-

tion, creativity and. tenacity”.

. Mr Bouygues was born in

Paris in 1922 and, after study-

ing engineering, founded
Bouygues in 1952. The com-
pany flourished during the
buoyant post-war era and,
helped by Mr Bouygues’ politi-

cal contacts, became a power
in Hie construction industry.

However, he also had the
vision to expand the business

internationally. This strategy

.

has been continued by his son,

Martin, who took over as
chairman in 1989.

Bouygues has made its mark
with a series of grandiose pro-

jects both inside and outside

France, including the con-

struction of Charles de Gaulle

airport near Paris and the
futuristic Grande Arche at La
Defense, as well as bring a big

contractor for the channel

TunneL

Bundesbank will not follow the Fed’s lead
AMERICA'S money markets barely
flinched in response to last week’s con-
gressional testimony by US Federal
Reserve chairman Alan Greenspan. His
Humphrey-Hawkins report gave few new
clues about when interest rates might rise,

and long-term rates hardly moved.
Wh3t was new, and potentially impor-

tant. was Mr Greenspan's emphasis on
real, inflation-adjusted, interest rates as an
indicator of inflationary pressures. Accord-
ing to the Fed, the relationship between
monetary aggregates, inflation and output
appears to have broken down. It fears that

slow growth in its favoured M2 broad
money indicator may paint an overly san-

guine picture of future inflationary trends.

But Mr Greenspan did not explain how
real interest rates will fill the gap. Real
rates, he said, should not move too far
from the long-term “equilibrium rate" con-
sistent with steady non-infiationary
growth. He also noted that short-term
rates, deflated by post consumer price
inflation, have been close to zero for nine
months, as the left-hand chart shows. But

does this mean that short-term real rates

are currently too low? And what is their

long-run equilibrium level? Mr Greenspan
left the markets guessing.

Europe’s money markets are, mean-
while. having similar difficulties guessing
when the Bundesbank’s next interest rate

cut will arrive. Current parities in the

exchange rate mechanism may not survive
much longer without a substantial cut in

German rates. The troubled state of Ger-
man manufacturing industry, and an
inverted yield curve, both argue for lower
rates. But last week’s news that German
broad money grew by an annualised and
seasonally adjusted rate of 7.1 per cent in

June, taking it outside the bank's target

range of 4.5SA per cent for 1993, appears,

for now, to rule out further cuts.

The Bundesbank, unlike the Fed. has
not publicly suggested that the relation-

ship between broad money and inflation

has broken down. Nor should it, according
to Mr Thomas Mayer of Goldman Sachs in

FrankfUrt. Mr Mayer has re-estimated the

Bundesbank's own monetary model to test

the sagacity of its monetarist policy rules.

He finds that, despite the monetary turbu-

lence that has engulfed Germany since

monetary unification in July 1990, the
bank’s old policy rule still holds: a one
percentage point increase in money supply
above that justified by long-run growth
still leads to a one percentage point rise in

the price level. Even if broad money
growth falls to 6.5 per cent this year and 6
per cent in 1991. inflation will remain well

above 3 per cent throughout next year,

despite the bank’s 2Vi per cent target.

So should the Bundesbank ignore indus-

try's complaints and raise interest rates,

rather than cut them? The bank’s problem
is that it Is battling to control aggregate
inflation in an economy in which the non-
traded and traded sectors are moving in

very different directions. Monetary growth
is accelerating because the government is

borrowing from the banks to finance its

budget deficit. High interest rates and -

harsh words from the Bundesbank have
failed to stop this public profligacy, which
in turn, is fuelling non-traded price Infla-

tion: consumer prices rose, over the past
year, by over 4 per cent.

The Bundesbank's only option, short of

abandoning its inflation objective, has
therefore been to use high interest rates

and a strong D-Mark to enforce a fierce

offsetting credit squeeze on private indus-

try. Not surprisingly, producer prices fell

by 0.4 per cent in the year to June.
Mr Greenspan's short-term real interest

rates provide a powerful illustration of the
Bundesbank’s dilemma. The short-term
real rate, based on consumer price infla-

tion, has dropped sharply this year, as the
right-hand charts shows. But the relevant
real interest rate for industry - adjusted
for producer price inflation - has barely
fallen. If the Bundesbank cares about
traded goods price inflation and the
long-term health of German industry, then
it should relieve its suffering by cutting
interest rates now. But if the bank still

believes in its monetarist analysis then it

is bard to see how it can credibly do so.

Edward Bads

Real Interest rates; Mr Greenspan’s new monetary measure
1 * M ( • _ ". . *i *» I
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US taxation legislator
denies allegations
of postal embezzlement

Pressure
on Brazil

over
killings

By George Graham
in Washington

ME DAN Kostenkowski. the
most powerful tax legislator in
the US Congress, broke his
silence this weekend to defend
himself against allegations of
embezzlement.
Re had made no comment all

week after Mr Robert Rota, for-
mer bead of the post office at
the House of Representatives,
pleaded guilty to charges of
helping two congressmen to
embezzle money through his
office.

Mr Rota identified only
Congressmen A and B in his
plea, but the dates and
amounts of payments listed in
documents filed with the court
match payments made to Mr
Rostenkowski, a Chicago Dem-
ocrat, and to Mr Joe Kolter, a
Pennsylvania Democrat, these
being detailed in earlier public
documents.
On Saturday, however, Mr

Rostenkowski hired new law-

yers to defend himself and
called a news conference on
Capitol HH1 to deny “the many
unfair

,
false and baseless alle-

gations that have been made
recently about me."
Mr Rostenkowski went on: "I

am presumed to be innocent. 1

have been charged with noth-

ing. But, most importantly, I

THE US State Department has
issued new guidelines for tele-

communications companies
seeking to provide telephone
links to Cuba, opening a small,

symbolic breach in the US
trade embargo against the gov-

ernment of President Fidel
Castro, reports George Gra-
ham in Washington.
The new rules do not release

Cuba's estimated $80m share of

earlier telecommunications
revenues, frozen in an escrow
account in New York, bid: they
allow Cuba to receive half of
future telephone revenues.

Cuban exiles are allowed to
i*

Rostenkowski: An Important
supporter for Clinton

am in fact innocent of any
wrongdoing."
Mr Robert Bennett, who will

now handle Mr Rostenkowski's
defence in tandem with Mr
Carl Rauh, has defended cli-

ents such as Mr Casper Wein-
berger, former defence secre-

tary, and Mr Robert Altman,
now on trial in New York in

the Bank of Credit and Corn-

make small remittances to rel-

atives in Cuba, but other dollar

transfers to the island are ban-
ned by the US.
The relaxation of rules for

telephone services was author-

ised by US legislation last year

that otherwise sought to

tighten the US embargo
against Cuba by extending
restrictions to the foreign sub-

sidiaries of US companies. This
was hotly contested by foreign

countries, including the UK, as

an unwarranted extension of
US jurisdiction.

Cuban exiles In the US,
including those who otherwise

merce International case.
As chairman of the House

Ways and Means committee,
Mr Rostenkowski holds sway
over all tax legislation in Con-
gress. He and Senator Pat
Moynihan, chairman of the
Senate finance committee, are
the key negotiators in the
effort to craft a bill that would
reconcile the different budgets
recently passed by the House
and the Senate.

Mr Rostenkowski is one of
the very few powerful Demo-
crats in Comgress who has
shown any willingness to help
President Bill Clinton get bis

economic programme passed.
The chairman is leading the

search for a compromise on
energy taxation that would
take into account the Senate's
rejection of a broad tax levied

on the thermal content of all

forms of energy, but would
raise more money than the
simple petrol tax of 4^ cents a
gallon voted, by the Senate.

Having foiled to win Senate
negotiators over to the idea of
adding a utilities tax to the pet-

rol tax, Mr Rostenkowski is

now proposing to lift the petrol

tax in stages to 9 cents a gal-

lon. Congressional aides expect
a final agreement at 6 to 7
cents a gallon; White House
officials appear to have
accepted that

oppose any thaw in relations

with the Castro government,
strongly favour unproved tele-

phone links.

Telephone links with Cuba
have always been difficult but
became even more so after

Hurricane Andrew last year
knocked out AT&T's transmis-

sion towers in south Florida-

It is not clear whether Cuba,
which lias insisted on receiv-

ing its money from escrow,
will accept the proposal, but Us
increasingly desperate need for

foreign exchange may well
cause it to settle for the offer

under the new rules.

By Christina Lamb
in Rio da Janeiro

BRAZIL is coming under
international pressure to act
against the country's urban
death squads, after the murder
of seven homeless boys and
young men in the centre of Rio
de Janeiro.

Those who died, aged 11 to

22, were among a group of 40
youngsters sleeping outside
the Candel&ria church who
were sprayed with gunfire by
men in cars at dawn on Friday.
The gunmen are widely

believed to be police, though
initial witness reports identify-

ing two policemen have been
withdrawn. Yesterday, a mem-
ber of the task force set up to

investigate the crime said that

it believed the massacre to be
the work of "professional
exterminators", adding that
inquiries are now focusing on
security guards of banks and
shops in the Candelaria area.

Even so, police involvement
has not been ruled out
According to official figures.

320 street children were killed

in Rio during the first six

months of this year by death
squads. These are said to

receive pay from hoteliers and
shopkeepers for so-called
“clean-up operations". Their
members often include police.

Organisations such as
Amnesty International have
offered much criticism but the

Brazilian government has done
nothing to lessen the poverty
forcing children into the
streets, to halt the killings or
to undo Brazil's reputation as a

country of impunity. However,
the latest attack was especially

shocking in its blatancy and 1

the government may be forced ,

to act
|

A European Community
communique on Saturday con-

demned the attack, expressing
“profound indignation by mem-
ber states”.

President Itamar Franco
spent the weekend In Rio con-

ferring with Mr Mauricio Cor-
reia, justice minister, and Gov-
ernor Leonel Brizola of Rio. Mr
Franco's spokesman says the

president was '‘horrified".

Cuban telephone links eased

Asean compromises on trade group
THE Association of South-East Asian
Nations (Asean) has reached a messy, last-

minute compromise on the future of a
controversial Malaysian plan to establish
an east Asian trade group excluding the
US and Australia, writes Victor Mallet
from Singapore.

Ascan’s six foreign ministers agreed
that the proposed East Asia Economic
Caucus (Eaec) would be within the Asia
Pacific Economic Co-operation (Apec)
forum - toe broader organisation which
does include toe US, Australia and Japan
- but would also be able to meet outside
the context of the Apec.

A dispute over the relative merits of the

Eaec and Apec has soured relations
between Malaysia and Indonesia, and
between Asean and the US.
Dr Mahathir Mohamad, Malaysian

prime minister, has argued that the Apec
will be dominated by the US, and he dif-

fered from his Asean colleagues by
bluntly refusing to attend an Apec sum-
mit planned by President Bill Clinton in
November.
The US has opposed toe Eaec. and per-

suaded Japan and South Korea not to
join, on the grounds that it could become
a protectionist trading bloc. Japan, which

has said that it cannot make a decision on
the EAEC until Asean has reached a con-

sensus, will now face pressure from Mal-

aysia to join the caucus.
The Asean compromise, however, is a

confused one, since it suggests both that

the Eaec will have an independent exis-

tence, guided by Asean economic minis-

ters (the Malaysian position), and that the

Eaec will simply be a caucus within Apec
(toe Indonesian position).

Mr Gareth Evans, Australian foreign

minister, welcomed the Asean compro-
mise in that it "recognises toe primacy of
the Apec".

Seeking security in S E Asia
Victor Mallet examines Asean’s plans to bring great powers closer
to its members’ political concerns in a post-Cold War world

together the US, China and
Russia in an 18-member forum,
to discuss political and secu-

rity issues in Asia and the
Pacific. This would be the first

group of its kind in the region.

Foreign ministers of the
Association of South-East
Asian Nations (Asean) said in

Singapore, at the end of their

annual meeting, that the first

gathering of the new Asean
Regional Forum would be held
alongside Asean’s talks in
Bangkok next year. A dinner
for the 18 was held last night
One reason for the new

forum is the uncertainty after

the Cold War and the with-

drawal of US forces from the
Philippines. Several Asian
countries have embarked on
weapon-buying programmes,
often taking advantage of bar-

gain prices in the former
Soviet Union.
Mr Warren Christopher, US

secretary of state, was luke-

warm towards the idea of for-

mal multilateral security talks

when he arrived in Singapore
on Saturday for discussions

with his Asian counterparts.

"These dialogues will build

upon, but will not supplant,
our alliances and our forward
military presence," he told

reporters. "We are not reduc-

ing our forces in the region.

We are in fact making them
more effective."

Those expected to participate

in the first formal round of

security talks, In Bangkok next
year, are the Asean states

(Brunei, Indonesia, Malaysia,
the Philippines, Singapore and
Thailand), Asean’s regular
"dialogue partners" (the US.
the EC, Japan, Australia. New
Zealand, Canada and South
Korea), as well as China. Rus-
sia, Vietnam, Laos and Papua
New Guinea.

Western and Asian diplo-

mats say the participants will

probably find common ground
on such issues as piracy and
maritime surveillance, but be
more reluctant to agree to a
regional arms register, to
exchange information about
their defence plans, or to adopt
Asean proposals for a zone free

of nuclear weapons.
The confrontation of China

against Vietnam and Asean,
over the disputed Spratly
islands in the South China Sea.

is one Issue to be tackled in the

security talks.

Mr Qian Qichen. Chinese for-

eign minister, dismissed the
"China threat" in a speech to

foreign correspondents in Sing-

apore at the weekend: “China
does not, and will not, impose
hegemony and power politics

on others and will not threaten

or bully anyone.”
He described reports of a

Chinese military build-up as
"rather fabricated'’ and said an
airport built on the Paracel
islands north of the Spratlys in

1988 was "to improve trans-

port" and had nothing to do
with military preparations.

Mr Andrei Kozyrev. Russian
foreign minister, echoed the
US administration's talk of a
"new Pacific community"
when he said his government

saw Asia and the Pacific

“developing into a sort of

regional security community
capable of efficient peace-
keeping in accordance with the

UN charter."

Aware that south-east
Asian leaders are concerned at

the possibility of China basing
Russian bombers in the South
China Sea, Mr Kozyrev gave
assurances that Russia would
not sell to Asian countries
“purely offensive" weapons
such as long-range bombers.
“From now on, the main sym-
bols of our presence here
will be freighters instead
of missile cruisers and
joint ventures instead of

nuclear submarines," Mr
Kozyrev said.

Mr Christopher had his first

encounter as Secretary of State
with Mr Qian yesterday. He
spent much of the 80-minute
meeting discussing M-U mis-

sile parts which. US officials

say, China has sent to Pakis-

tan. "We intend to continue to

pursue this question very seri-

ously," a senior US official

said.

The two men also discussed

US proposals for a comprehen-
sive ban on testing nuclear
weapons, and the problem of

Chinese citizens being smug-
gled into the US by ship as
illegal immigrants.
Prompted by the mainly

Moslem governments of Malay-

sia and Indonesia, Asean said

Bosnia-Herzegovina, scene of a

civil conflict in eastern Europe,
should be exempted from the
UN weapons embargo on the
former Yugoslavia.
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News from the world of Japanese securities

Starting today, there’s a new force in the Japanese capital market. It’s LTCB SECURITIES,

the investment bank established by LTCB, one of the world’s leading industrial

financiers. Tnanks to reform in the Japanese financial system, LTCB is the first bank to

enter the securities business in Tokyo. Now, with the LJCB Group’s leading track record

in the world’s capital markets, and a new base in the Tokyo capital market to build on,

LTCB SECURITIES is the final piece in the LTCB global securities network. As the key

member of LTCB’s worldwide organization, LTCB SECURITIES, the new specialist on

the LTCB team, is about to raise the curtain on a new era. The LTCB Group. The team

that offers superior financial service in underwriting, sales and trading of various types

of securities. We look forward to helping you make your business grow.

LTCB Global Securities Network

LTCB Securities Co., Ltd.

1-2-2 Uchisaiwai-cho. Chiyoda-ku, Tokyo Tel:03(3503)4511

LTCB International (London) LTCB Schweiz (Zurich) LTCB Deutschland (Frankfiirt>

LTCB Europe (Brussels) LTCB FOREIGN (London) Greenwich Capital Markets (Connecticut)

LTCB Trust Company (New York) LTCB-MAS (Philadelphia) LTCB Latin America (New York)

LTCB Asia (Hong Kong) LTCB Merchant Bank (Singapore

>

LTCB Australia (Sydney)

Oakreed Financial Services (Hong Kong) Book Club (Bangkok) Multicor Securities (Jakarta)

©LTCB
The Long-Term Credit Bank of Japan, Limited

PUBLIC CALL FOR TENDERS FOR THE SALE OF THE TOTAL ASSETS
OF THE COMPANY UNDER SPECIAL LIQUIDATION TITLED

•HOTEL ENTERPRISES ELAION EPF'.

The SotieleAnonymetitled ‘ASTIKAAKINITA* A.E. with head offices

in Athens (43 Panepstimiou str., Athens 105 64). lawfully represented,

under its capacity of fiquidalor by vitue of resolution No 501/1933 ofthe

Thessaloniki Court of Appeal, of the limited liability company "HOTEL
ENTERPRISES ELAION EPE\ of which the object is the admmtstrabon

of the hotel "ANAIS" which is located in Chamotes, Chafkicflu, Greece.

ANNOUNCESa public call for tenders with sealed, bindng offers, for the

sale of the total assets of the enterprise of which the object is the

administration of the "ANAIS" hotel of the limited liability company
"HOTEL ENTERPRISES ELAION EPE" with head offices n Thessalonki,

which is under special liquidation by virtue of article 46a, 1. 1892/1990,

and of which the object is the construction and creation of hotel units for

tounsm purposes and the exercise of a hotel enterprise m the locality of

Chamotes, ChalkidSki, Greece.

The assets of the firm under sale are described in detail in the offer

memorandum and consist primarily of one (1) fully equipped hotel

complex located at Ammoudes, in the land area of the Chamotes

municipality on the Cassandra pennsula of the prefecture of Chalkidki,

Greece, at a distance of approx, one hundred (100} metres from the

district regional road of the Cassandra peninsula and hva hundred (500)

metres from the sea coast. The complex is named "ANAIS", consists of

fifteen (15) buJcbngs of a total area ot 2,016.777 sq.m, is constructed on

a site with a tola) area of 10,076.50 sq.m, and includes biological

processing faculties, volleyball and tennis courts, a swimming pool and

fully landscaped surroundrg areas.

INVITES any interested party to receive, if they have not already

received, the offer memorandum, and submit a sealed, binding offer

accompanied by a letter of guarantee by a Bank operating legally in

Greece.

DEFINES the terms of the call lor tenders as follows:

1. The public call for tenders will be carried out according to the

provisions of article 46a, 1, 1892/1990 which was added to the law by

virtue of the provision of article 14, 1. 2000/91, the terms nctuded ii the

present call for tenders and the terms of the offer memorandum, which

interested parties may obtain after submitting a pledge of confidentiality

in wntag-

2. In order to participate m the call for tenders, interested parties are

invded to deliver a sealed, binding offer m writing by 13.00 on 18/08/1993,

to the Thessaloniki notary pubfic Mrs. Ioanna Brtsj-Hnjsala, 1 1 Tsirmski

str., Thessaloniki 546 24, tel. 031/27.0653.

3. Each offer wil be accompanied by a letter of guarantee issued by a

Bank operalng legally in Greece, with the contents described m the offer

memorandum and amounting to the sum of forty five million (45,000,000}

drachmas.

4. The offers and the letter of guarantee must be delivered n a sealed,

opaque envelope.

5. The offer must mention dearly Ihe amount offered for the purchase of

the total assets of the company under liquidation and must not contain

any terms, options or vague phrases which create uncertanty as to

the manner of payment of the sum being offered or other matters related

to the sale.
'

6.The delivery of the offers will be made by the interested party m person,

or by his authorized representative.

7. Offers delivered after the exprabon date wil not be accepted and wil

not be considered. The bmrtng nature of ihe offers will appfy until the

award of the sale.

8.The assets of the company and all the elements of which they consist,

such as real estate, moveable objects, name, title, rights, etc. win be sold

and transferred "as and where they are", i.e. in their real and legal

condrfwn and at the place where they are located on the dale of signing

the contract of sale.

9. The liquidating company and the creators representing 51% of total

claims against the company (para. 1, article 46a. 1. t892/l99fl as it

currently applies) are not liable forany legal or real defects or the lack of

any attributes of the objects and rights being sold, nor are they liable for

any omissions or inaccuracies contained in the offer memorandum and

any correspondence.

10. Interested potential purchasers are obligated, under their own
supervision, and by their own means, expenses and personnel, to

investigate and acquire a personal perception of the objects being sold,

and to mention m the* offer trial Ihey are tolly rtormed as to the real and

legal condition of the assets under sale.

11. The liquidator and the creditors mentioned in para.9 above are

entitled, according to their own judgement, to reject offers cortlanmg

terms and options, regartiess of whether they are superior to other offers

as regards the amount bemg offered.

12. in the event that the party to which the assets under sale are

awarded, violates its obligation to come forward and sign the contract

within ten HQ) days (torn the relevant invitation by the liquidator and

observe the obligations ansxig from the present announcement, the letter

of guarantee mentioned in para. 3 above and amounting to forty five

million drachmas (45,000,000) is declared forfeited in favour of the

liquidating company "ASTIKA AKINITA" A.E., towards covenng all its

expenses of any type and its services, as aiso any direct or indirect

damages, without the necessity of proving specific damage, and as a

penalty in lavour ohhat company, deemed as having been submitted

with the offer, so that it can be collected from the Bank issuing the

guarantee. The letters of guarantee submitted for participating in the

tender will be returned to all other participants following the evaluation

report ot the liquidator and the creditors mentioned m para. 9 above, and

to the successful bidder, to whom the sale wiD be awarded, followng the

payment of the amount agreed and the drafting of the payment order.

13. The seals of the offers will be broken by the notary public mentioned

above at her office, at 13.00 on 19/08/1993.

14. The successful bidder wil De the party whose offer will be judged by

the liquidator and approved by the creditors mentioned in para. 9 of the

present, as being the most advantageous for the company
1

s creditors.

15. The liquidator will notify the successful bidder in writing of his

obligation to come forward to the place and at the time determined m the

notification, for signing the contract transferring the assets, accordng to

the terms of the offer and any improved terms that may be mdcated by

the creditors and agreed with the highest bidder.

16. The signing of the transfer contract stands as a final assignment

according to article 1003 of the Code of Civil Procedure, whereas the

amount to be paid to the liquidator by the highest bidder stands as a

biding payment accordng to article 1004 of the Code of Civil Procedure.

17. All expenses and costs ansng from participation n the tender and the

transfer of assets will burden exclusively the interested potential

purchasers and the highest bidder respectively.

18. The liquidator and the creditors will not bear any responsibility of

liability against those who wdl participate r the tender as regards the

evaluation of the offers, ther recommendation of the successful bidder,

the decision for the repeating or cancellation of the tender and any other

decision relevant to the procedure and realization of the tender.

19. The submission ot the binding otter does not create a right of

awardmg the assignment for the sale, fn general, all parties participating

in the tender do not acquire any right or claim arising from the present

announcement and ther participation in the tender, against the liquidator

or the creators for any cause or reason.

20. The present announcement has been drafted in the Greek language

and translated in the Enghsh language, tn every instance however, the

Greek text wil prevai.

Interested parties may collect offer memorandumsand receive other

information from Mr. Sobnos P. Gabnl, 43 Panepishmiou sir.. Athens 105

64, tel 326.6161, 322.1120, fax 326.6118, and Mr. EleuthenosT,
Haralambidis, 2 Efriaba Odos, Thessaloniki 546 26, tel 031-51.4914.

Athens, 24th, July 1993

ASTIKA AKINFTAA.E.
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Zulu leader

presses hard

for autonomy
By Patti WaldmeJr
in Johannesburg

CHIEF Mangosuthu Buthelezt
leader of the mainly Zulu
Inkatha Freedom party, took
his campaign for regional
autonomy to new heights yes-

terday in an attempt to influ-

ence democracy negotiators
who will today begin debating
the first draft of a new consti-

tution for South Africa.

He told a traditional gather-

ing of tens of thousands of
Zulus in Johannesburg that

the African National Congress
and the ruling National party

aimed to destroy the Zulu king-

dom, whose modem manifesta-

tion is the KwaZulu black
homeland which he leads.

“How long can we be expec-

ted to give our blessings to the

connivance which is obviously

directed at obliterating the
Zulu nation, both politically

and physically from the South
African map,” he asked the

crowd, many of whom carried

spears and clubs.

The key issue of the powers
to be granted to regional gov-

ernments under a new consti-

tution is likely to be the focus

of today's debate, during which
South Africans will get their

first glimpse of a draft new
constitution drawn up by tech-

nical experts.

The draft is of an interim

constitution to be in force until

an elected' constituent assem-
bly writes a final one.

It was not clear yesterday

whether Inkatha would be
present for the debate. It also

seemed unlikely that Inkatha's

tactical ally, the right-wing

Conservative party, would
attend.

rnkatha, KwaZulu's govern-

ment and the Conservatives
walked out of the negotiations

on July 2 after 19 of the 26

participants agreed by “suffi-

cient consensus” to set April 27

as the date for the first

multi-racial elections. They
insist that consensus on such a
vital issue ought not to have
been reached without them,
and Inkatha has said “suffi-

cient consensus" must be rede-

fined to require its assent on
issues of vital interest.

It has made clear that it will

continue to participate in bilat-

eral discussions on constitu-

tional issues - indicating that

it has not broken completely

with the process of writing a
new constitution - but the

Conservatives have given no
such assurance.

Democracy negotiators have
made substantial concessions
to Chief Buthelezi on regional

autonomy, but his demand
that KwaZulu lose none of Its

current powers until a new
regional constitution is in
place may be hard to swallow.

Debate on the draft constitu-

tion will further polarise politi-

cal differences as South Africa

reaches a crucial phase in
deciding its future.

Senior Kenyan
bankers quizzed
By Leslie Crawford in Nairobi

SEVERAL senior officials of
Kenya's central bank are being
questioned by police following

a crackdown on corruption
launched by Mr Musalia Muda-
vadi, the finance minister.

Nairobi newspapers quoted
the director of criminal investi-

gations. Mr Noah arap Too, as
saying: “Investigations are on
and a number of those bank
officials are being questioned.”

Following the resignation of
the central bank governor, Mr
Eric Kotut. on Friday, Mr
Mudavadi announced that
'‘intensive investigations” were
being conducted within the
institution and other local

banks. “Prosecution of all per-

sons involved in malpractices
will follow,” he said.

Mr Kotut was Arm in his
own defence, denying at the
weekend that he had been
responsible for bad manage-
ment. “I have never in my
entire service been associated

with any malpractice or dis-

honesty,” he said.

Last Friday, Mr Mudavadi
withdrew the licence of Pan
African Bank, the second local

bank to be closed within a
week. Exchange Bank, alleged

to have been involved in forg-

ery of export receipts to claim
export rebates from the gov-
ernment was shut last Tues-
day. It is contesting the order.

Mr Mudavadi said the gov-

ernment would seek to recover
interest owed to the central
bank relating to interbank
transactions and defaults in
foreign exchange operations.

The minister's efforts to

clean up the financial system
strikes at the heart of Kenya's
system of political patronage.

International Monetary Fund
officials, who have visited

Kenya four times in as many
months, have insisted that

action be taken as a precondi-
tion for the resumption of bal-

ance of payments assistance,

suspended tn November 199L

Sharp

rise in

Pakistani

shares
By Fartian Bokhan
In Islamabad

sharks on the Karachi Stock
Exchange yesterday recorded

their highest rise on any sin-

gle day this year- The KSE-100
index rose 44.63 to close at

1399.68.

The surge came amid expec-

tations that last Thursday’s
devaluation of the rupee
would improve textile profits

by boosting exports. Almost a
third of the 652 companies on
the KSE are tn textiles, which
have suffered heavy losses

over tiie past year.

The market was also lifted

by confidence in Mr Moeen
Qure&Jri, a former vice presi-

dent of the World Bank who
became interim prime minister
last Sunday. He is expected to
negotiate new loans worth
$&5bn from a consortium at a
Paris meeting in September
and a $ibn loan from the IMF
under the extended structural

adjustment facility.

Mr Amin Umer, a KSE bro-

ker, said he expected the
momentum to continue. Other
brokers echoed tills, forecast-

ing that bnllish sentiment
could continue until the
run-up to the October elec-

tions.

Before leaving for Washing-
ton yesterday, Mr Qureshi
denied reports that Pakistan
was seeking a moratorium on
its 618.5bn foreign debt He
also denied that foreign
exchange reserves had fallen

sharply. “In the last few days,

foreign exchange reserves
have risen significantly.” he
said, without giving a figure.

A donor consortium meeting
in April was called off by
Pakistan after Mr Nawaz Shar-
if's government was sacked,
amid fears that donors would
not make fresh commitments
because of concern over rever-

sal of economic reforms.
But Ms Benazir Bhutto, the

opposition leader, and Mr
Sharif, the main contenders in

the election, favour similar
policies of free market
reforms.

Nigeria’s other head of state

Abiola is cultivating his image as a leader as he plays

a wary game with the military ruler, writes Paul Adams

T HE suppression of

Nigeria's election result

in June has transformed

the image of Mr Moshood Abi-

ola from business tycoon with
a chequered career to cham-
pion of democracy.
President Ibrahim BabangMa

is an old friend of Mr Abiola,

but when he barred him from
becoming the next head of

state, it was not intended as a
favour.

However, the country’s best

known Yoruba has neverthe-
less achieved a rare feat in
Nigerian politics: he has cut

across tribal lines and become
a focus of opposition to mili-

tary rule even among people

who did not vote for him and
who did not expect him to

make a good president
The government’s refusal to

uphold the June election

results has left the self-

proclaimed president-elect as
the rallying point for a civilian

population tired of a military

regime that after eight years,

seems to have run out of all

ideas except how to stay in

power.
Though less fortified than

the president's palace in

Abuja, Mr Abiola's house in
Lagos is beginning to resemble
the home of a head of state.

Never a solitary man, Mr Abi-

ola has been besieged by well-

wishers since his unofficial vic-

tory was annulled.

Last Tuesday morning, he
and his police escort returned
from rhaiipnging the govern-

ment at the Supreme Court to

find the house besieged by
groups of supporters, mainly
from his home state of Ogun.
near Lagos.

The excited Abiola Cans were
admitted through massive
gates at intervals by security

guards, turned out in smart
replicas of the New York police

uniform, right down to badge
and truncheon. The impression
of a state within a state contin-

ues at the entrance to his
large-fronted modem house,
where two gilded thrones are

placed, one marked president,

the other vice-president, in
honour of Mr Abiola's running
mate, Mr Babagana KingCbe.

The first group, women from

SWEATING IT OUT: Abiola awaits his chance to take office

Ogun state in traditional dress,

danced and sang Yoruba songs
outside the house for two
hours until Mr Abiola emerged
to acknowledge the adulation.

The women then matfa way
for a larger and even more
energetic crowd who also
demanded the presence of their

trader, holder of some 200 tra-

ditional chieftancies and for-

mer Africa director of the US
multinational ITT.
The scene was a mix of tradi-

tional and modern, as drum-
mers and dancers, carrying
live fish and other gifts from
their villages, shuffled past
shiny new cars and guards
with surveillance equipment
Placards declared: “Baban-

gida is a pharaoh, end military

rule". “Conspiracy against
Nigerian people", "Interna-
tional communities save us

from dictatorship” and “We
have elected our president”

“These days the chiefs time

is not his own,” said an apolo-

getic assistant as Mr Abiola

stood on a chair to address an
equally large throng inside his

house. By mid-afternoon the

crowd, fed and refreshed,

began to leave and their hero

looked about to wilt

“I just want to sleep,” said

the Social Democratic party
leader as food was brought for

him and 20 or so close friends.

During lunch, when the
mobile phone was not ringing,

he discussed his tactics.

Mr Abiola has abandoned
passionate rhetoric for mea-
sured warnings against the
dangers of violence.

He has dissociated himself
from protests earlier this

month in support of his presi-

dency. These were organised in

Lagos mid other parts of the

south-west by the Campaign

for Democracy, but degener-

ated into a looting spree until

the troops were sent on to the

streets, leading to a number of

civilian casualties.

Old charges against Mr Abi-

ola, emanating from official

rirrifta
,

that be made his for-

tune dishonestly out of tele-

communications contracts,

have been followed since the
olerBpnfl by allegations that as

a southerner he does not repre-

sent the nation, and even
claim* that he is a CIA agent
and that he hafe already
granted the US permission to

base a submarine in Nigerian
waters.

Mr Abiola has met the presi-

dent twice since the elections

but their positions remain
irreconcilable. He denies that

Mr Babangida believes bis own
propaganda. “The problem is

that he just doesn't want to

give up power."
But what is his strategy if on

August 27 - the target date for

handover to civilian rule — Mr
Babangida is still president?

“My role is to give leader-

ship, and that mil come in due
course,” he said.

He has repeated his stand
against violence yet remains
equivocal. “Those who make
peaceful protest through the

courts impossible Will render
violence inevitable,” he said.

He has also denied that he
wants to split .Nigeria by
declaring himself president of

the south.

Mr Abiola's latest ploy, seek-

ing justice through the courts,

always Looked a long shot In
tire mid the trip to the Supreme
Court proved futile because the
government has decreed that

the judiciary has no power
over the government's transi-

tion programme:
From Ms seat in Lagos, Mr

Abiola’s position within his
own party is unclear and the

government still retains the
support cf the armed forces.

President Babangida is said to

be a shrewd poker player. Mr
Abiola may be wise not, to

show his hand until he picks

up an ace.

China worried by spate of air crashes
By Tony Walker in Beijing

SIX serious air crashes in less

than 12 months have cast a
shadow over China’s aviation

sector. Just as it is seeing a
boom in passenger traffic and a
proliferation of new airlines.

Last Friday’s accident in
which a BAe 146 operated by
China Northwest Airlines
ploughed into a lake on take-

off seems certain to add to

pressures on authorities to

improve safety standards.

The crash killed 55 of the 113

Shanghai-based Eastern Airlines, one of China’s largest

regional carriers, has announced that it is to buy nine Airbus
airliners: five A340s and four A300s. The A340s will be delivered
between this year and 1997. Eastern Airlines has five Airbuses
in service: two A310s and three A300-600Bs.

passengers and crew, and
many survivors were badly
injured.

The accident at Yinchuan,
west of Beijing, happened just

days after Mr Jiang Zhuping,
head of the Civil Aviation
Administration of China, the
country’s regulatory agency,

announced the Chinese would
freeze approvals for new air-

lines because of safety con-
cerns.

From one airline just five

years ago, China now boasts at
least 35 carriers, with a num-
ber of pending applications. In
1992 passenger traffic grew 33

per cent and is expected to
surge 20 per cent this year.

Since July 1992, when a
Soviet-made Yak-42 transport
exploded and crashed at Nanj-
ing airport killing 106 people,

China’s skies have proved any-
thing bat safe. A spate of air-

craft and helicopter crashes
have left a death toll of over
300 and badly tarnished Chi-
na’s air safety record.

The Chinese authorities have
not speculated on the cause of
Friday’s crash in the Nlngxia
region, a popular tourist desti-

nation because of its proximity
to the Great Walt

.

Sensitive to negative public-

ity, China has sent a senior
official, Vice Premier Zou Jia-

hxza. to the crash site and to

the local hospital to visit the
injured.

In London, British Aerospace
said tiie company would send
investigators to the site but
had no reason to believe there
was any fault with the aircraft.

The BAe 146 was one of a fleet

'

of about 16 delivered to China
since the mid-1960s.

news in brief

S Korea,

Taiwan
patch-up

fails
TAIWAN and South Korea

have cancelled the signing of a

pact restoring unofficial ties

broken off when Seoul

switched recognition to Beijing

last August, Beater reports

from Taipei. Disagreement

over key issues is blamed.

South Korea’s foreign minis-

ter, Mr Han Sung-joo, said

most principles had been,

agreed for restoring relations,

but he was not optimistic

about reaching a complete

agreement soon.

Taiwan said last August a
was cancelling all trade privi-

leges extended to South Korea,

but trade has continued to

grow, to $L69bn in the first

half of 1993 from $1.72bn 'in the

same period a year earlier.
-

Rao to face

confidence vote

The Bharatiya Janata Party,

India’s largest opposition
party, will move a no-confi-

dence motion against Mr Nara-
simha Rao’s government in

parliament today, the first day
of the monsoon session. The
motion is supported by other

opposition parties, writes

Shiraz Sidhva in New Delhi
The opposition: Is seeking to

remove the prime minister- on
grounds of corruption and the

Congress (I) party's possible

involvement in the Rssobn
(£Llbn) Bombay financial

scandal, the “failure of eco-

nomic policy”, and the govern-

ment’s failure to heal commu-
nal and ethnic divisions.

Mr Rao has fared and sur-

vived two other such, motions

during his two years in office.

North Korea says

output up
Gross industrial production in

North Korea rose 22 per cent in

the past two-moUths compared

with the same period last year,

according to the official Kor-

ean: Central. News Agency,

Renter reports from Tokyo.

Output of coal, electricity,

steel, chemical fertilisers, -

cement, timber, mining equip-

ment and constaner gdods

increased sharply, it claimed.

Tamil Tigers rafit ,

army posts;

Tamil Tiger rebels have raided

three army outposts in villages

in northeastern Sri Lanka, HI-.

.

tog 15 soldiers and 15 SinhaMM ,

civilians, the government said: M
yesterday, AP reports from
Colombo. Helicopter gunshlps
bad Later destroyed two tracks
carrying about 500 attackers, it

added. The attack was the seo
ond over the weekend.

CONTRACTS & TENDERS

BID INVITATION
In co-operation with the

General Banking & Trust Co. Ltd. /GBT/ Altalanos Ertekforgalmi Bank Rt
The State Property Agency /Allami Vagyonugynokseg/

invites atwo-stage public bidding for sales ofthestate-owned shares in the

FORTE Photochemical Lid.

transformed from the company
FORTE Photochemical Industries

The Total equity capital of

FORTE Photochemical Ltd.

is HUF 1 ,657,664,000

its subscribed capital is HUF 1,077,000,000 embodied In registered shares,

bids are invited for registered shares of HUF 538^501,000 face value

out of the total stock of registered shares.

Bidders can avail Compensation Certificates and E-loan for payment of the shareholding.

Bids shall be submitted In 5 sealed copies with the original marked as such. No particulars

of the Bidders can be indicated on tiie envelopes.

Bids shall have a validity of 90/nlnety/calendar days.

Date of submission for the bids: 2:00 p.m., September 10, 1993

Place of submission for the bids: Malls Arrival Room, SPA,
Allami Vagyort&gynoksfig, foldszint} iktatfi

H-1 1 33 Budapest, Pozsonyi ut 56.

Bidders eligible to participate in the second stage of bidding shall be those so informed by
the Invitee to October 11, 1993.

The terms and conditions for the second stage of bidding are disclosed in the detailed bid

invitation.

The State Property Agency / Allami Vagyonugynokseg/ reserves the right of declaring the

bidding to be unsuccessful.

Precondition for submitting a bid Is the purchase of the detailed bid documentation including

the detailed bid invitation at a price of HUF 20,000 or USD 250 available at the Investment

Banking Division of GBT, Aftal&ios Ertekforgalmi Bank Rt V£iIalkoz£si Foosztety,

H-1 093 Budapest, Lfinyay u. 30- 32. against signature of a Confidentiality Statement.

Tentative Bidders requiring additional information please contact: Mr Gydrgy Kun,

Managing Director

Division: Investment Banking GBT, H-1093 Budapest, Lonyay u. 30-32.

Phone: (36-1) 118-4033, 118-8145.

Terms of Reference

The State Property Agency offers the state owned shares of DUNANTULI
KOOLAJEPARI GEPGYAR RESZVENYTARSASAG which was founded on
July 1st 1992 as a result of the transformation of Duokntftli Kooiajipari

Gdpgyar.

We inform you that the nominal capital of the company is 1.600.000.000 HUF
of which 51%/state owned shares/ are offered for sale.

We expect the proposals of Hungarian and foreign investors who:

1. Make an offer for purchasing at least 10% of the nominal capital

2. Submit their offer in writing

3. Deposit 1% of the nominal value of the requested share package in order

to demonstrate their serious intentions

4. Oblige themselves to secrecy regarding the obtained information.

5. Hand in their offer to the State Property Agency /1133 Budapest, Pozsonyi

fit 56./ before the below indicated deadline.

The applicant's firm offer has to be open for at least 90 days.

Formal requirements:

The proposals have to be sent to the below given address in 5 copies in

Hungarian and in English or Russian without foe name of tiie company in

closed envelope indicating the original copy.

The deadline for handing in the proposal is;

15th October 1993

The condition of handing in the proposal is the purchase of the detailed tender

which includes the terms of reference and the information package 110.000

HUF+VAX/ at the Information Office of the State Property Agency/ Budapest

Pozsonyi ut 56./

Tbe State property Agency reserves the right to declare a proposal

unsuccessful.

For further information please contact:

Mr. Istvan Rozsnyai

State Property Agency

Address: H-1 133, Budapest, Pozsonyi fit 56.

Phone: (36-l)-289-8600

WELSH OFFICE

INTERNAL AUDIT
SERVICES

The Welsh Office is preparing to market test a
major part of its internal audit services, and applications
are invited from those wishing to be considered for
inclusion in the tender exercise.

The contract which is to be let for 5 years,
will cover the provision of internal audit services to
the Welsh Office Involving the review and appraisal
of the adequacy, reliability and effectiveness of the
Department's internal control systems.

the contractor will be expected to provide a
constructive service to Departmental managers and
assurance to the Department on the propriety,
accountability and efficiency with which operations are
carried out

w ?? 3re availabte Mr L A Pavelln,
Welsh Office. Cathays Park, Cardiff CF 1 3NQ to whom
ail enquiries should be sent by 4th August 1993.

' Y SWYDDFA GYMREIGTheWelsh OIIcb ta an appaoaUlaswpteyer.

Commercial Property
appears every Friday in the Financial Times

For full details please call
Dominic Morgan in London

on 071 873 32llor
JoAnn Gredell in New Yorlcon

"

212 752 4500

r
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Spring fears select committee would alienate catholics in N Ireland
j

Britain in brief

Dublin issues warning to UK
By Alison Smith

MR DICK SPRING, the Irish
deputy prime minister, yester-
day warned the British govern-
ment not to set up a select
committee of MPs to consider
the future of Northern Ireland,
suggesting such a move at
Westminster would alienate
catholics in.the province.
His comments came amid

continuing speculation that
the government reached an
informal agreement hist week
with the Ulster Unionists, the
Northern Ireland party which
is determined to preserve the
province as part of the British
Isles.

The party’s nine MPs backed
Mr John Major in the critical

House of Commons votes on
the social chapter of the Maas-
tricht treaty, having made it
clear they expected rhanggg to
restore "accountable democ-
racy" to Northern Ireland.

Sheehy backs
overhaul of
police pay
By Alan Pike,

Social Affairs Correspondent

VERY FEW police officers are
likely to have their careers

I

“abruptly terminated” if fixed- i

term contracts are introduced
I

by the government. Sir Patrick !

Sheehy, chairman of the com-
mittee recommending the
change, says today.

Writing in today's Financial

limes. Sir Patrick - also chair-

man of BAT Industries -

defends his committee's radical

proposals for changes in police

pay and conditions and criti-

cises the reception they have
received within the service. He
accuses the Police Federation,

which represents the majority

of officers, of having been long
on emotion and short on fac-

tual content in its response.

The Sheehy committee's pro-

posals - which include fixed-

term contracts, performance
related pay and abolition of

three ranks - have drawn
opposition from all the police

staff associations.

Details, Page 16

Mr Spring said the Irish gov-
ernment had to take notice of
the assurances from Mr Major
and Sir Patrick Mayhew, the
Northern Ireland secretary,
that the British government
had not reached a deal with
the Ulster unionists (UUP).
He underlined, however, the

need to ensure that events at
Westminster over the past few
days “should not cause any
further difficulties for Anglo-
Irish relations*'.

“At this stage it would be
unwise to start addressing thk
problem on a bit-by-bit basis.

The only way is by bringing
about an overall agreement
acceptable to both communi-
ties." he said.

“This will involve compro-
mise, hard decisions and hard
choices. And 1 don’t think any-
thing should be done In the
meantime, like, for example,
setting up a select committee.”
The terms of the understand-

ing between the UUP and the
government are clouded. Both
say there has been no Formal
agreement, but the UUP
believes there are longer-term
benefits from backing the gov-
ernment.
The Democratic Unionist

Party, a separate group which
has advocated more radical
policies in Northern Ireland
and has condemned the British

government’s relationship with
Dublin, voted with the opposi-
tion on Thursday.

Ministers know they cannot
count on the Ulster Unionist
MPs to support them on every
issue in the future - boosting
the government's overall
majority of 18.

While the Tories' current
unpopularity continues, how-
ever, the government can be
reasonably sure that the UUP
would not wish to precipitate

an election, with the prospect

of a Labour government

. Unionists in both parties

have been particularly angered
by a Labour discussion paper
setting out a number of ways
the objective of "unity by con-
sent” might be achieved,
including joint Anglo-Irish sov-

ereignty of the province.

Labour has disowned the
paper, which leaked out almost
a month ago, declaring it

“invalid”. But Mr Kevin McNa-
mara, the party’s nationalist

northern Ireland spokesman,
remains in post.

• Ten civilians and seven
police officers were injured

yesterday during a riot in Co
Tyrone, Northern Ireland.

The security forces fired

baton rounds and police said

one of its members fired a
warning shot from his pistol

when he was attacked by a
crowd in Dungannon which
hurled bottles and stones at a
patrol. Six people were
arrested.

Companies criticise EC’s
single market tax reform
By Charles Batchelor

CHANGES to the rules
governing Value Added Tax
have yielded no benefits for UK
companies in the six months
since the reforms were intro-

duced as part of the European
single market, according to a
survey by accountants Price
Waterhouse.
Most companies said they

had not gained from the new
rules - which were designed to

improve efficiency in areas
such as transfering goods
across the European Commu-
nity - because of drawbacks
including requirements to

report trade data.

The abolition of customs bor-

der rthflrirQ on January 1 meant
companies have rinee had to

record their own VAT informa-

tion and compile their own
trading records. Smaller
exporters and importers must
file quarterly trade figures to

customs while larger traders

must make monthly returns.

Customs & Excise calculated

the changeover would -cost UK

Government plans to levy
Value Added Tax on domestic
fuel have posed a dilemma for

ministers who are said to be at

a loss how to compensate all

those needing state aid to pay
the charges. Ministers have
told officials to go back to the

drawing board to find a solu-

tion. The compensation pack-
age for people who are just

ineligible for income-related
benefits is thought to be the

the key to securing public
acceptance of the new tax.

business £100m in the first

year but lead to net annual
savings of £l35m thereafter.

The survey showed 68 per
cent of companies questioned

were financially worse off than
they were before. The biggest

single difficulty was the com-
pletion of the trade statistics.

The second area of complaint
was over the changes compa-
nies had to make to their com-
puter systems to take account
of the new rules. -

. Mr Mike Arnold, VAT part-

u ralHiltSl

ner at Price Waterhouse, also

said transport companies did
not appear to be passing on to

their customers the benefits of

fester transport times either in
their schedules or the prices

they were quoting.

There were also difficulties

in dealing with some other
states, notably France, Italy

and Spain. Some countries
insisted on foreign companies
registering locally for VAT
while UK companies had
encountered problems in
obtaining VAT registration

numbers of customers in these

countries.

Forty six per cent of the UK
companies interviewed said

they were not looking forward
to the prospect of a second
round of VAT changes,
intended to simplify the sys-

tem, planned for 1997. Only 30

per cent were in favour of the

next round of changes.

Price Waterhouse inter-

viewed nearly 50 companies to

which it had provided VAT
advice in the run-up to the sin-

gle market. ... -

YOUR GUIDE TO
TAX AVOIDANCE.

Simply take your business and deposit

it in Sunderland Enterprise Park.

Here you can enjoy the benefits of

an Enterprise Zone where the concessions

are among the best in Europe.

100% capital allowances. Exemption

from local taxation and" business rates.

A relaxed planning regima Freedom from

administrative burdens.

And if that’s not enough, you can take

advantage of construction grants, amenity

grants and city grants.

Incentives that have already helped

companies like Barclays, Honeywell,

Coniston Computers and Pearl Assurance

to realise the potential of the North East

Cal! the Big Four Banks on 0800

838888 or cut the coupon.

Better be quick though, the offer

closes April 2000.

To: Tyne and Wear Development Corporation, Scotswood

House. Newcastle Business Park, Newcastle-upon-Tyne

COMRANY:

ADDRESS:.

TELEPHONE:.

TYNE

tt
WEAR

|svnurMENT l

THE BIB FOUR BANKS OF

JYNE ANDWEAR

House prices
forecast to

rise by 8.5%
UK house prices, one of the
country's main economic indi-

cators, win rise a farther 8J>

per cent by the end of 1994,

according to the National
Westminster Bank.
The bank’s economic fore-

casts published next month
expect East Anglia, the East
Midlands and Wales to grow
faster than the rest of the UK,
and Greater London to lag
behind. The same picture is

painted by Business Strategies

Ltd, a leading economic fore-

caster, in its latest regional
forecasts published today.

According to a preview of
the National Westminster’s
national and regional fore-

casts, which are published
next month, most of the rise in

house prices - 75 per cent -

will come in 1994. Mr David
Kern, chief economist, says
that the second half of 1993
will see only a “modest9

increase in prices of some 05
per cent, after a 3 per cent rise

in the first six months.

Pay deals

exceed inflation
Pay settlements have bottomed
out but are still well ahead of

inflation, according to Incomes
Data Services, the pay analyst.

The latest pay chart from
IDS, incorporating settlements

to July, shows little change
from the trend that has
emerged over the past four to

five months - with private sec-

tor pay increases mostly rang-

ing between 2 and 4 per cent
Inflation at present is 1.2 per
cent

Newport loses

Colt contract
South Wales' Newport Docks
is losing the contract it has
held for nearly 20 years as the
import centre for Mitsubishi
vehicles* Colt Car Company,

the Mitsubishi importer, is set-

ting up a centre at Bristol's

Royal Portbury Dock capable
of handling 11,000 cars and
vans a year. Colt says the
move was forced by stoppers'

increased use of ships too
large for Newport

US subsidiary
for motor group
The Motor Industry Research
Association has formed a US
subsidiary. MIRA Services Inc.

at Livonia. Michigan, close to

the major North American
vehicle producers. It plans to

exploit consultancy engineer-
ing and research opportunities

in North America.

Tax risk for
soccer clubs
Some UK soccer clubs could be
pushed to tiie brink of bank-
ruptcy as a result of an Inland
Revenue review of their tax
affairs, according to a report
by Touche Ross, chartered
accountants.

The report says that dubs
could face demands for back
tax and fines costing several

hundreds of thousands of
pounds. Clubs often run into

difficulties with the Inland
Revenue when they make cash
payments to players and man-
agers or when they pay sign-

ing-on fees which the player
waives with a corresponding
payment into a pension
scheme by the dob.

Busily employed
The Employment Service,
which runs Jobcentres, helped

more than L42m people into

work in 1992-93, a record num-
ber, according to its annual

report

Unions face

complaints
Complaints by trade union
members against their labour
organisations rose to a record

level last year, said the Hie
Commissioner for the Rights

of Hade Union Members.
A total of 473 inquiries were

received, up from 345 the year
before. There were 50 formal
applications for assistance and
11 complainants were granted
support to enable them to take
legal action.

Hie Ministry of Defence yesterday launched an inquiry tnto a
mid-air collision at the weekend between two Russian Mig-29
jets at Fairford, western England. Both pilots ejected safely

before their aircraft, worth up to £l8m each, crashed at the

International Air Tatoo. There were no casualties on the ground
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Diane Summers reports on new findings that examine

the way the sexes rate male and female managers

Perceptions of

leadership
Women prefer a female

boss; men would
rather work for men.
Female managers are

not seen by their male subordinates

as acting in an authoritative man-
ner.

Both male and female managers
are considerably less effective in

the way they manage than they
would like to imagine.

Evidence that all these provoca-

tive-sounding assertions may be
true comes from research carried

out over the past few months in

Britain's National Health Service

but with implications for managers
of both senes and in all sectors.

The unpublished stud; is believed

to be one of the first of its kind.

Trent Regional Health Authority

covers one of the largest geographi-

cal health regions in the UK -

South Yorkshire, Lincolnshire, Not-

tinghamshire. Derbyshire and
Leicestershire - and a population of

•LSm. There are 75,000 staff in the

region, 85 per cent of whom are
female.

In common with the rest of the

NHS, Trent is staffed mainly by
women but run by men: just 11 per

cent of general managers and chief

executives in the region are female.

As part of the employer-led equal-

ity drive Opportunity 2000. the
health service overall has a govern-

ment target of increasing its propor-

tion of female general managers
from 18 per cent in 1991 to 30 per
cent by 1994.

To meet these tough targets

(some would say they are unrealis-

tic, given the recession and low
staff turnover) specialised training

for potential women managers is

being examined throughout the
NHS.
Trent asked Hay Management

Consultants in January this year to

investigate what women’s training

needs in the region might be. first

establishing whether there are any
differences in the way men and
women operate as managers. This
hotly debated area is normally char-

acterised by generalisation and
anecdote - scientific research on
men and women as bosses is thin

on the ground.
What Hay did was to question

male and female managers about

how they thought they operated
and then, reveallngly, to ask those

managers' subordinates what they

thought of the way their bosses

managed.
At the same time, the "organisa-

tional climate" - perceptions about

the quality of the working environ-

ment - was charted and linked

to the findings on management
style.

Climate takes into account the
strength of working relationships,

pride in the organisation, how far

individuals feel they are given real

responsibility and rewarded for per-

formance. and the extent to which
challenging but clear and realistic

goals are set. Previous research has
shown there exists a strong link

between a positive climate and good
individual performance.

A total of 15 male and 20 female
middle managers completed ques-

tionnaires about how they saw their

own styles, while 191 staff, male
and female, answered questions
about their bosses. About the same

number of staff filled in the organi-

sational climate survey.

All managers thought they were
high on authoritative, affiliative,

democratic and coaching styles - a
view not matched by their subordi-

nates, who perceived them as being
more coercive and pace-setting than
the managers imagined themselves
to be.

The styles which produced the
highest-quality climates were
authoritative, democratic and
coaching; pace-setting and coercive

styles produced the worst. As Hay
concludes In its report to Trent "in

practice, managers are using the
least effective styles more than they
think".

Another finding was that report-

ing to a manager of the same sex
appeared to produce a more positive
rfimatp for both male and female
subordinates.

There were only marginal differ-

ences in the way male and female
managers saw themselves. How-
ever. the picture was entirely differ-

ent when it came to the way subor-
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dinates of different sexes rated male
and female bosses.

Most strikingly, men did not rate

their female managers as acting in

an authoritative manner, although
women did see their female bosses

as using this management style.

What type of boss are you?

H ay uses its own manage-
ment style definitions -

variations are used by
other researchers. The styles are
characterised as:

• Coercive: do it the way I tell you.
Provides clear direction; does not
listen; expects immediate compli-
ance; controls tightly, requiring
many detailed reports; gives nega-
tive feedback; motivates by threats

of discipline or punishment.
Effective in a crisis but ineffec-

tive over the long term because
subordinates are not developed.
Ineffective with higher-level techni-

cal and professional staff.

• Authoritative: firm but fair.

Gives clear directions tactfully; lis-

tens to others’ ideas; explains direc-

tions and decisions in terms of sub-
ordinates’ or the organisation’s
interests; monitors performance;
gives positive and negative feed-

back.

Effective in large, complex organ-

isations; when clear directions and
standards are needed and when the
manager is seen as an expert Does
not work when manager does not
develop subordinates.

• Affiliative: people first tasks sec-

ond. Has no clear goals or stan-

dards; most concerned with per-
sonal popularity: wants to keep
people happy; rewards for personal

characteristics, rather than job per-

formance.
Style works when work is routine

and subordinates perform ade-
quately, or when conflicting groups
or individuals need to be brought
together. Ineffective when people
not performing well, or clear direc-

tion needed.

• Democratic: participative. Trusts
subordinates, rather than supervi-

sing closely: makes decisions by
consensus, holding many meetings
and listening; rewards adequate
performance but rarely punishes.

Effective way of managing when

subordinates are competent, well-

informed, need co-ordinating. Can
have drawbacks in a crisis or when
subordinates not competent
• Pace-setting; “do it myself*.
Leads by example, has high stan-

dards bat trouble delegating. Coer-
cive when performance is poor and
does not develop others. Lone
wolves, provide little co-ordination
or social support
Style works when subordinates

highly motivated and competent
Not as effective when delegation
needed, or when subordinates need
development and co-ordination.

• Coaching: developmentaL Man-
agers see job as showing subordi-

nates how to improve. Get them to

set their own goals and identify

solutions to problems. Style is

effective when subordinates want
to develop. Does not work as well
when manager lacks expertise or
when subordinates need direction,

or in a crisis.

What the men saw was their
women managers using the pace-
setting style. To compound matters,
pace-setting had a more negative
effect on organisational climate
when used by women than when
men employed it
As Hay points out, this difference

may be accounted for by differing

male and female perceptions of
women managers, or it may be that

the women were treating malp and
female subordinates differently.

Whatever the reason, concludes
the research, "the styles that female
managers use are not working as
effectively with their male subordi-

nates. The men do not see female
managers doing- mrfi things as giv-

ing clear directions, explaining deci-

sions and monitoring task perfor-

mance. The authoritative style is an
effective and important one. If

women are net semi as using it by
men this may not only affect their

team’s effectiveness but could influ -

ence their visibility with colleagues

and bosses".

Specialised management training

for women, using the Hay findings,

may now be developed by Trent
The research has also revealed the
scope that there is for managers of
both sexes to increase their reper-

toire of management styles and. fin-

men in particular, to learn from
their female colleagues more about
how to be effective In coaching
their subordinates.

How to stand out

in a crowd
Kate Button on getting yourself

noticed in the jobs market

I
fthe 1980s were years of

“boom and bloom” In the US,

the 1990s look like being

chronicled for their “doom and
gloom".

With more than 9m unemployed
in the US (approximately 7 per

cent of the workforce),

redundancy victims are adopting
new tactics to increase their

chances of re-entering the
diminishing- permanentjob .

market.
“Think portfolio,” urges Marty

Nemko. a career consultant and
radio presenter based in Oakland,
California. He advises jobless
rliante to discard their old
curriculum vitae. In its place be
prescribes a marketing document
which pieces together only
specific projects and experience

directly relevant to the position

the candidate is seeking.
Since applicants can be up

against anything from 500-800

competing hopefuls for a single

position, "make your application

applicable and unique”, says
Nemko.
His recipe for an effective

portfolio includes a variety of

marketing tools. For a teacher

that might incorporate a lesson

plan, a video tape of the candidate

in action, samples of students'

work and a superior’s evaluation
of the project
“Old-type resumes are archaic

and Neanderthal,” says Nemko.
“Employers view them as puff
pieces of propaganda. They bear
no relation to the job at hand."
Keith Copeland, manger of

employment at Apple Computer,
agrees that applicants should try

to stand out He recommends a
one- or two-page CV highly
tailored to thejob on offer. “Be
focused. Make an impact Show
you have understood the position

and demonstrate how your skills

and your experience relate.”
. . .

The portfolio approach worked
for 48-year-old Carolyn Stull, who
was forced to look for a newjob
in 199L
“When I first began my job

search I came across many
companies who 10 years ago
would have been interested in
me. But whereas in the past they .

might have accepted a candidate
with 80 per cent of the required

job skills, today they can get a

specialist on board with all the

required skills."

Stull’s initial lack of success

incited her to begin her own .

business as a freelance grant

writer, pairing organisations _

requiring project finance with

fond donors. Once she had

handled several projects

independently she was able to .

craft her own portfolio CV with

summarised case studies taken-

from her own experience. The
result was an executive

directorship with the California

Foundation for the Retarded.

With thousands more applicants

than vacancies, employers can .

afford to demand specific skills, -

thus paring out themiddle
-

management generalists.

Lee Harris, director of -

employmentat the Bank of

America, finds that the pool of-:-:!

redundant resources on the

market has reduced the bank's

entry-level recruitment
programme. “Whereaswe would .

have brought in people to train
them up, now we can hire

indmduals with all the required

skills immediately” says Harris.

With only 15 per cent of
redundant workers presently

expecting to be recalled to their

farmer field of employment,
compared with 40 per cent
following past recessions, victims

of America's downsizing have
a big challenge on their hands.
“Think job light Accept change
as a friend. And don't take
yourself too seriously," advises

management guruTbm Peters,

from his Vermont-based office.

Consultants urge candidates
to consider lower-salaried

pOgWong, fa add tn thrtr skill frpqft

and retrain on to leading-edge

technology. Time out of
employment should be used to

undertake voluntary orpart-thne
work whlch-is Job related and
can he added to the reswnt

“And, of course, network,” urges
Robert Chope, a psychologistand
director of the Careers and
Personal Development Institute

in San Francisco. “Use people

as you have never used them
before. Tell the clerk in the

supermarket, the teller at the

bank that you are looking for a
job. It’s nothing to be ashamed
o^these days,"

.

. ...... ...

Kfc quick, costs nothing, and offers access to over 500 companies' annual and Interim reports.

To get your hands on them, allyou have to do is lift a finger.

Simply check the FT’S London share service columns for any company marked with a 4 , and

quote the code number from the bottom right hand corner of the page when you ring the telephone

number above.

Unas are open 24 hours a day, seven days a week, oryou can faxyour request on +44817703822.
It's Justone moreway you can profit from the FT.

FT.Because business is never blackand white.

FT CONFERENCES
WORLD MOTOR
Frankfurt, 8 & 9 September
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‘A Covent Garden by the sea’
Despite strong opposition, approval is expected early in the autumn for one of Europe’s most ambitious
development projects, writes Anthony Moreton. Now comes the task of finding the necessary investment

WHEN ROYAL assent to the private bill
allowing construction of a barrage across
Cardiff Bay has finally been received later
this year, the multi-million pound develop-
ment of the Welsh capital’s docklands, one
of the biggest investment projects in
Europe, will at last begin.
Workmen will then move in to make the

first investigations for what Sir Geoffrey
Inkin - chairman of the Cardiff Bay Devel-
opment Corporation since it was set up six
years ago - describes as "probably the big-

gest development job in Britain now that
work on the Channel Tunnel is ending.’'
The barrage, which will impound a 500-

acre freshwater lake large enough to play
host to Olympic rowing events, will

unlock some eight miles of waterside
development potential.

"We are going to build a capital to grace
the 21st century,” says Inkin. "The regen-
eration of Cardiff Bay is one of the most
ambitious projects of its kind in Europe.”
"The period of preparation and planning

win be behind us. The next step will be to
produce something tangible,” adds Mich-
ael Boyce, chief executive of the corpora-
tion, adds.

It will be at least three years before the
barrage, which is likely to cost around
£140m, is in place, but within 12 months
Boyce predicts enormous changes in an
area which, before the first world war, was
known as Tiger Bay, hinterland of the
greatest coal-exporting port in the world.

New buildings are already rising. A
home for the Welsh Health Common Ser-

vices Authority is approaching thefitting-

oul stage,--and work has started on a new
headquarters for the Dutch group, NCM

Insurance Services. Both are on land
owned by Grosvenor Waterside, property
arm in Cardiff of Associated British Ports.

International architects Holder Mathias
Alcock have converted an Edwardian
building for their own use, while a hotel,

houses, restaurants, offices and small
industrial units are all up.

By this time next year, Boyce forecasts,

a start will also have been made on the
Butetown link, an avenue the width of the
Champs Elysfes, which will join the docks
to the city centre; a university complex
which will eventually house 3,000 stu-
dents; and one of Harry Ramsden's world-
famous fish-and-cihp restaurants, as well

as lesser fry.

Much of the impetus is expected to come
from the tourism and leisure facilities that
will be created in the bay area. A new
home for National Techniquest, a
hands-on science discovery centre, should
also be approaching completion in a year’s

time, the Rainbow Theatre and the Sky.
Shuffle will arrive from the 1992 Ebbw
Vale Garden Festival site, a start should

be marie on a county cricket ground, »nri

supermarkets will be under construction,

as wen as a CLOOm marine haven.
Work should also have begun on

improving the city’s central station, the

orientation of which will be changed so
that it has frontages to the south - the bay
area - as well as to the north into the
traditional city centre.

There are plans, too, for an international
opera house. When Nicholas Edwards
(now Lord CrickhoweU) launched the idea
of redeveloping Cardiff Bay in a local hotel
in December 1986, he emphasised the need
for a centre for the performing arts. He
wanted a building to compete In eye-catch-

ing design with Sydney Opera House. With
the Welsh National Opera Company as the
resident company he also wanted a house
which could rival Covent Garden, the Met
orLaScala.
Such a scheme needs government finan-

cial backing. While the Welsh Office has
still to spell out its commitment, it has
given tacit backing to an architectural

competition, the result of which should be
annnnnceri in 12 months’ time.

Not everything has gone smoothly over
the past seven years. Opponents of the
barrage have caused delays which, at one
time, threatened the scheme. Their case
has centred on environmental issues, in

particular the loss of valuable breeding
grounds for over-wintering birds, and on
groundwater problems in neighbouring
areas of the city as a result of the rise in

the water-table behind the barrage.

Rhodri Morgan, a Cardiff Labour MP,
organised a campaign of harassment in

parliament, proving that the day of the
constituency member was far from over.

He exploited two important issues,

bringing about the collapse of the first bill

and forcing the government to come to the
rescue and put it through parliament a
second time. Morgan drew attention to the
fact that up to 11,000 houses could be
affected by a rise in the water-table as a
consequence of the creation of the lake

behind the barrage. This was a highly

sensitive issue in a city that has suffered

Hooding several times as a result of a rise

in the Taff, which, with the Ely, is one of

two rivers that pour out into the bay.

He also worked with the Royal Society

for the Protection of Birds in a campaign
to prevent the destruction of a site of

special scientific interest, which was home
for several species of rare birds.

The Mil’s opponents also disputed the

development corporation’s forecast that

25JW0 jobs would be created over the next

10 to 15 years, argued that estimates of
4-5m sq ft of office space being built were
pie in the sky. They suggested, too. that
the £l40m cost of the barrage was an
underestimate, and rhallengpri cost-benefit

analyses prepared for the project.

Inkin’s team had produced an economic
report which suggested that the barrage
would add £U9m in net value, from new
building and other economic activity, and
had asserted that, if it were not built,

investment totalling £153m would flow
out The benefit from having a barrage
was, therefore, put at £272m.

inkin has always maintained that Car-

diff Bay, in Europe second only in develop-

ment potential to London’s docklands,
could go ahead without the barrage.
Equally, he has insisted that the barrage is

i^mntial to unlock the full benefits.

Time will prove or disprove the accu-

racy of the estimates. The argument, how-
ever, should soon be over, and as a result

of the parliamentary sanction now
obtained, Cardiff will have its barrage by
1996.

The first steps towards putting the dty
on the international map, so as to attract

the investment that will be needed if this

dream is to be fulfilled, have already been
taken. On May 18. Cardiff Bay launched Its

latest marketing campaign, before an
invited audience in the City of London.
The Princess of Wales was there, as, too,

were members of the Welsh National
Opera Company. Welsh artists Shirley

Bassey and Sir Anthony Hopkins sent

messages of support.

"We want the rest of the world to know
about Cardiff,” says Boyce.“Our strategy

is to build the bay and Cardiff, which we
see as one city, into a leading centre for

tourism and leisure pursuits. With a new
home for National Techniquest, an exten-

sion of the National Museum o! Wales’s
industrial and maritime building at Pier

Head, with the opera house, and with new
restaurants and festival shopping, the bay
can be a grand Covent Garden by the sea.

"But Cardiff Bay will not just be about
attracting 2m visitors a year by the turn of

the century. Our strategy envisages
strengthening the financial services sec-

tor, the growth of which has been a fea-

ture of recent investment in the dty. We
also want a strong manufacturing centre,

especially in food, electronics, pharmaceu-
ticals and the media. Cardiff is already the

most important television production cen-

tre in Britain outside London, and we
want to develop and expand that
strength.”

Efforts to attract investment will be
focused within Europe on the so-called

"motor” regions, such as Baden-WQrttem-
berg, Rhone-Alpes and Lombardy, the
economies of which are growing rapidly;

on north American cities such as Balti-

more and San Francisco; and on Korea
and Taiwan.
"And on Australia,” adds Boyce, "our

research has shown that New South Wales
alone has 200 companies which are too

large to operate internationally from the
state. They could expand comfortably from
old South Wales."
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You done need the vision to see thousands of years

into the future to know where your destiny lies

simply the vision to move to Cardiff Bay. Here,

thousands of acres of prestige development site

should be enough to convince you that this is

where your destiny lies, or at least your office. And

if that won't persuade you, we predict that the view

over the waterfront certainly will. Remember coo, chat

Cardiff Bay is also part ofan historic centre: the

Welsh capital. For further information call 0222 58 58 58.

CARDIFF BAY. EUROPE'S MOST EXCITING WATERFRONT DEVELOPMENT
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The opposition: Anthony Moreton tells how concessions were secured

Anxiety over risk of floods
A LONG battle has taken place to prevent

the barrage being built, a campaign which
came near to succeeding. Opponents,

though tew in number, fought the hybrid

bill necessary to sanction the barrage

tenaciously through both houses of parlia-

ment almost line by line and caused con-

siderable delays to its implementation.

Such a parliamentary measure has been
necessary because navigational and other

water rights were involved, as well as oth-

ers involving different government depart-

ments and local authorities. Private bills

can only be introduced into parliament on
one day in the year, late in November, and
if there are too many of them on the same
day some are tost and have to wait a
farther year to be represented.

The barrage bQl did not tell on this

count, but it was soon evident that a num-
ber of people, both in Cardiff itself and
elsewhere in Wales, were opposed to the

scheme. Most of them owned houses
alongside the Taff, the city’s main river,

and feared the lagoon created by the bar-

rage would affect the water table and
cause flooding when abnormal amounts of

water came down from the mountains of

upper south Wales.

Even without the barrage impounding
water, they had suffered from flooding sev-

eral times in the recent past. It was
claimed that as many as 12,000 houses

could be affected by any rise in ground-

water levels.

There were also environmental issues.

Several rare breeds of birdlife, especially

dunlin, redshank, curlews and shelduck

use the bay, which is a site of special

scientific interest (SSSI), as feeding

grounds. The Royal Society for the Protec-

tion of Birds became concerned and joined

the opponents. The numbers of these birds

are not large - no one put the figure above

50,000 - but they caused problems out of

proportion to their numbers.
There were, too, other environmental

issues which brought Friends or the Earth

into the fray. As recently as last February,

it was saying that if the barrage were to be

built there could be water pollution prob-

The bill's reference back to the

Welsh Secretary probably added
at least a year to its passage

lems leading to growth of poisonous
blue-green algae, proliferation of midges
and creation of an environment leading to

the potential for spread of leptospire bac-

teria. “The people of Cardiff do not want
the problems of damp, midges, algae or

Weil’s disease.” they argued. They also

urged, that SSSIs, such as Cardiff Bay,

needed to be extended, not reduced.

These fears prompted a small group of

Labour MPs, headed by Rhodri Morgan
(Cardiff West), to mount a highly effective

sniping campaign during the passage of

the bill Mr Morgan’s constituency does
not actually cover the bay itself - it is an
irony that his Labour colleague Alun

Michael (Cardiff South and Penarth), who
does represent the bay, has all along been

a strong supporter of the scheme - but, as

many of the complainants worried about

water-table levels do live in his constitu-

ency, he had good grounds to lead the

opposition.

He was backed by a few other Labour
MPs, and by Plaid Cymru, the Welsh
nationalist party, which advocated that

any government money spent on projects

in Wales should be shared geographically
across the country rather than concen-

trated in Cardiff.

The opponents secured a series of con-

cessions. In the spring of 1990 they per-

suaded a Commons select committee to

pass the bill back to the Welsh Secretary

on a technicality, a move that probably

added at least a year to the bill’s passage.

Almost exactly a year later, Mr Morgan
and his supporters won their greatest par-

liamentary triumph by talking the bill Out
in the Commons following an all-night sit-

ting lasting 13 hours. The private bill was
dropped and the government picked up the

measure and began the long journey to

royal assent all over again.

That success, in April 1991. is the last

main victory to fall the way of the oppo-

nents. They have won important conces-

sions along the way since then, but the

bill is now expected to receive royal assent

either before parliament rises for the sum-
mer or immediately the session resumes in

the autumn.

The ecology: migrant birds are to be given a new stopover

Flights diverted to Llanwern
THE FATE OF the birds which
have used the tidal estuary of

the bay as a staging post on
their annual migrations has
been one of the most conten-

tious aspects of the barrage.

The bay, a site of special

scientific interest for its

avifauna, is home to

thousands of over-wintering
birds, which feed principally

on the invertebrates living on
the large area of mudflats
exposed at low tide. These
creatures themselves feed
partly on sewage, emptying
into the bay and carried there

from other parts of the Severn
estuary by the tide.

Up to 40,000 dunlin. 3.650
curlews. 2,000 redshank and
2,300 shelduck feed there, with
the winter months between
November and March
particularly important for

them. Other waterfowl and
invertebrates also inhabit the
area.

The Royal Society for the

Protection of Birds, Friends of

the Earth and others have
been unhappy at the conse-
quences of the development on
marine life and have fought
the proposal to build a barrage
tenaciously.

The bay’s answer has been
to find another home for the
wildlife. It commissioned
Mason Pittendrigh, of Amer-
sham, in conjunction with
David Bellamy Associates, and
other consultants to produce
proposals to overcome the loss

of feeding grounds.
Their solution is to create a

freshwater wetland habitat
covering 650 acres to the sonth
of the Llanwern steelworks,
some 15 miles along the coast
east of Cardiff, and a further

90 acres of saline lagoons
nearby. The government has
promised to put up the money
for the scheme, which could
amount to around £6m.
The 500-acre freshwater lake

Is itself expected to act as a

suitable environment for a
wide variety of plants, fish

and birds. The development
corporation has been working
with environmental bodies to

encourage this, and has
designed the hanks of the bar-

rage, using vertical stone
walls in some places, and
gently sloping ground in oth-

ers, to create different depths
of water suited to different

species of plant.

Three broad categories of

plant are expected to grow in

and around the lake - sub-
merged and floating aquatic
plants, emergent plants which
normally have roots under the
water bnt stems and leaves

above, and marginal plants
which can occupy saturated
land along the edges of fresh-

water lakes.

These plants will themselves
attract a range of small fauna.
In addition, special areas
designed to attract and sup-

port birdlife are planned.

These could include shallows,

small islands or rafts within

the body of the lake, and
ponds and scrapes on the edge
of the lake to attract birds

such as curlew and snipe
which favour shallow water
and exposed mud.
The lake will be surrounded

by walkways and will be
stocked with fresh water fish,

such as roach, bream, carp,

and tench, all of which are
expected to flourish and to

play a big part in keeping
down the midge population
and to maintain water quality.

Migratory fish, such as salmon
and sea trout will also be
encouraged to swim upriver
through a fish pass winch will

be Installed In the barrage.

A series of related wildlife

reserves could also be created

in areas adjoining the freshwa-

ter environment of the bay
Itself.

Anthony Moreton

The economy: consultants predict even more investment than expected

Fewer homes but more jobs
A DECISION to go ahead with
the barrage will have a very
positive impact on the econ-
omy and job prospects hi the

Cardiff region.

This is the main conclusion
of a report by KPMG Manage-
ment Consultants, commis-
sioned by Cardiff Bay Develop-

ment Corporation. It says that

the barrage will lead to much
greater investment than expec-

ted, and certainly more than
would be achieved by a devel-

opment without the barrage.

“The informal target” set by
the Welsh Office of a leverage

of four to one will be substan-

tially exceeded,” the report

states, which puts the likely

private-to-public spending ratio

at 7.5 to one.

The number of additional

direct jobs likely to be created

is also estimated to be around
78 per cent higher than with-
out the barrage. In total, the

barrage is expected to support
23,200 permanent jobs in the

Bay area.

In the construction sector
alone, the number of projected
extra jobs - at around 16,500

person-years - is around 88 per
cent higher than would have
been the case if there had been
no barrage.

KPMG made its first eco-
nomic assessment of the conse-

quences of the barrage in Octo-

away from the long waterfront
This is a consequence of the
corporation’s land-use propos-

als, an increase in the number
of properties facing water and
significantly reduced develop-
ment around the inner harbour
and some other parts of the

bay area.

The real capital cost of the

KPMG made its initial assessment of the consequences
of the barrage in October 1987. Anthony Moreton
analyses the firm's latest report on its likely impact

ber 1987, soon after the Cardiff
Bay Development Corporation

had been set up. A shortened
version of this appraisal was
published nine months later
and the original report was
updated at the start of 1990.

The report was put before the
corporation in February.
By comparison with the 1990

document, the present report

sees a reduction in the number
of houses and fiats as a result

of fewer developments on sites

barrage has increased by
£9.01m since 1990, according to

KPMG, or around 6 per cent
Of this rise, £4.63m represents
the increased cost of remedial
work for groundwater protec-

tion following representations

from people living alongside
the river in Cardiff, who feared

a rise would occur in the water
table as the result of the
impounding of water behind
the barrage.

Total project investment

THE NATIONAL DEPOSIT FRIENDLY SOCIETY
in its long association with the Cardiff Bay Area has continued to develop, renovate

and refurbish Cambrian and Cymric Buildings which represent fine examples of the

Victorian influence in the Dockland Area.

Continuing its commitment to (the area, the Society has obtained planning

permission for a new 15,000 sq. ft building on the adjacent open site with ample

car parking.

Tenants within the existing biddings currently include:

Ove Amp & Partners, Christian! Nielsen, British Fuels, McCann & Partners,

Resting Davis and Jarvis Construction.

For further details of the 2,000 sq. ft remaing in-this prestigious office and our

adjacent proposals contact our managing agents:-

KNAPP + SON
ESTABLISHED 1896

Surveyors, Valuers, Estate Agents, Property Management & Development Consultants
Perch Buddings, 9 Mount Stuart Square, Cardiff CF1 6EE

Tel: (0222) 432211 - Fax: (0222) 460288

costs in the barrage are
£497.lm, a toll of around 21 per

cent in real terms since 1990.

The main reasons for the drop

have been changes in site prep-

aration and the uncommitted
costs of the Butetown link, the

road between the bay and the

city centre.

The estimated costs of the

barrage are put at £152.76m at

mid 1992 prices, but on some
rfliwiiaHnn.i! the eventual cost

could be as much as 15-18 per
cent lower.

The mein cost according to

KPMG, is £47.55m for earth-

works, followed by £39.62m for

the lock structures. Sluices

would be £18.03m and the sew-
erage system £l<L8m. The costs

of improving groundwater
defences and of building a new
home for the displaced birdlife

- two important issues raised

by opponents - are put at

£14.43m and £5.67m respec-

tively.

The report warns there is

room for a significant margin
of error in estimating the costs

of the required infrastructure

and site preparation work.

Nevertheless, the conclusion
drawn by the bay’s economic
consultants is that the net
economic effects will be
considerable.

MOUTH Of! THE -v

The salmon may
be coming back
THE BARRAGE has to cope with some of

the greatest tidal ranges in the world,

writes Anthony Moreton. The difference

between high and low water in Cardiff can
be as much as 14m (about 45ft), putting

the city's docks into the same bracket as
Bombay and a tew other very deep-water
ports.

The Severn estuary Is noted for rts

salmon. The Usk, which comes out at

nearby Newport, and the Wye, which

emerges a little further east at Chepstow,

where the present M4 motorway bridge

crosses the river, are among the finest

salmon rivers in Britain.

Salmon, though, are not yet an attrabon

in Cardiff’s rivers. The Taff, the By and
the Rhymney, all of which flow into Cardiff

Bay, have been far too polluted to attract

the salmon, or most other lesser fish.

But there is evidence of salmon reap-

pearing, and ffie I.IOOm-loog barrage will

incorporate the biggest fish pass in

Britain.

Other features in the barrage include:

800m of sand and rock embankments.
Five main sluice gates.

three navigation locks.

Three bascule bridges.

An outer harbour, requiring 370m of

wave-screen breakwater.

In addition, the construction experts

estimate there will be:

1,700,000 cubic metres of dredging.

1,500,000 cumof sand <31.

300,000 cu m of rock flfl, armour arid

scour protection.

140,000 cumof structural concrete.

20,000 tonnes of steel sheet -pffing.

AH this adds up to the largest construc-

tion project of Its kind in the UK this

century, according to consulting engi-

neers. Sir Alexander Gibb and Partners.

3
A NEW opera house for the

world-renowned Welsh
National Opera Company will

lie at the heart of Cardiff Bay.

Grosvenor Waterside has
provided a site faring the inner

harbour for the £40m building:

a financial package is being
put together under the aegis of
the Welsh Arts Council: gov-

ernment support, crucial to

such a public scheme, is now
(at least, unofficially) commit-
ted: and an architectural com-
petition will be held to ensure
that the building compares
with the best in the world.

The opera house will be a
centre for the performing arts.

This was always the intention

of Lord CrickhowelL secretary

of state for Wales between 1979

and 1987, who did so much to

get the project moving, but It

is also meant to be a statement

that Cardiff bay, and the Welsh
capital in general, represent an
International arena able to
play host to any event which is

looking for a home.
The opera house is not the

only international centre
planned. Long before the first

curtain call on the opening
evening, Cardiff bay will have
National Techniques!, a
hands-on science discovery
centre, and a vastly enlarged
industrial and maritime
museum.
Techniquest's new home,

costing £7.5m, is now being
built, and Professor John Bee-

tlestone, its director, hopes the

doors will be open by the

autumn of next year.

The industrial museum, an
arm of the National Museum of

Wales, was opened in 1977 and
the extention - costing about
£25-30m - is a longer-term proj-

ect If work starts next year it

should be completed around
the turn of the century.

All three - opera house,
Techniques! and museum -

are part of the drive to interna-
tionalise the city. Techniquest
was opened in November 1986,

the brainchild of Beetlestone.

Children - from 9 to 90 - can
play with, or operate, the
exhibits, and with 100,000 visi-

tors this year it has become
one of the leading attractions

in Wales.
The building now under con-

struction will allow the centre

to develop its full potential.

“The quality of our exhibits

already has international rec-

ognition," Beetlestone says.

“We have sold our exhibits to

Leisure: an international view

Opera, heritage

and technology

The newly-restored Norwegian church in Cardiff docks, with the Pier

Head txakSng In the background. Elay officials hope that as many as 2m
people a year wiB visit the area by the year 2000, to see the historic

converted buildings, to wander along shopping Lanes and to visfi the
opera, the hands-on science centre and other aftnactlona

the similar facility in Toronto,
one of the first to be set up in

the world, to the Australian
National Science and Techni-
cal Centre in Canberra, and to

Eksperimentarium in Copen-
hagen. Canberra has 24 exhib-
its which originated in Cardiff.

Professor Beetlestone
believes there has to be har-

mony between the exhibits and
die buildings in which they are
housed, something which he
claims is missing both in Can-

berra and in Helsinki’s famous
Eureka centre. “Helsinki may
have won awards for its archi-
tecture, but people there admit
they are working against the
building. In Australia,
although the building is just
200 yards from parliament and
next to the national library
and the law courts, It does not
work as an exhibition centre.”

To overcome difficulties of this
sort, Cardiff has commissioned
an international architect, Paul

Koralec, of ABK, to design a

place in which there is natural

harmony between shell and
contents.

Futuristic conceptions may
be a little beyond the indus-

trial and maritime museum,
but Dr Stuart Owen-Jones, the

keeper, believes he will be able

to achieve similar results.

Development at the industrial

building in Cardiff Bay can
now he considered because the

£26m work cm new galleries

within the win hunting in

the city's Cathays Park civic

centre is drawing to a dose.

. ready. for its official opening m
October. “Development in Car-

diff Bay is the logical next

step,” Mr Alistair Wilson,
director of the National
Museum of Wales, of which the

industrial museum is a -part,

says. ...
' Any industrial museum
needs far more space than one
devoted to pottery, paintings

or small artefacts. By Its

nature, much of industrial

machinery is large. • The
National Museum of Wales has
many exhibits which it amply
cannot display.

Despite this problem, the

industrial museum has dou-
bled its attendance figures to

around 70,000 over the past
three years, as increasing
emphasis has been put on a

range of exhibitions and school
programmes.
“Now that we know the

infrastructure which will be
put in pace in Cardiff Bay. we
are in a much better position
to plot our own future," Dr
Owen-Jones says. "We know
the industrial and maritime
museum will be an integral'
part of the inner harbour and
this allows us to plan ahead
with some confidence.

“We intend to ensure that

Cardiff's role as a leading coal-

exporting port, and Wales's
place as one of the most impor-
tant coal-producing countries
in the world, are fully
reflected.

“But we shall not just be
looking to the- past. The
museum will be about the
industries that replaced coal
and steel and slate and chem-
icals. Like Techniquest and the
opera house, we intend to be a
museum with international

status.”

Anthony Moreton
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SOUTH GLAMORGAN
The Business Centre for Wales

Make sure your business moves with the times
Make the right move to South Glamorgan
South Glamorgan is the commercial, financial and

administrative hub of South-East Wales

* Strategically based on
the M4 corridor;

* high-speed inter-city
rail connections to
all parts of the UK;

* a rapidly expanding
regional, airport with
regular flights to European capitals
and transatlantic connections.

The County Council’s Business Development team
offers an effective and competent service to all

of the business community
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the marketing of the Cardiff Bay
development project is not simply about
letting people know that it exists. It is also
about trying to form connections with
potential investors from across the world
and about informing' them precisely what
(he development has to offer.

Michael Boyce, chief executive of the
Cardiff Bay Development Corporation
(CBDd, is reluctant to discuss precisely
how much has been spent on marketing
the project, but the corporation's former
advertising agency, Travis Dale, says that
the account was worth £500.000 in 1992.
Once parliamentary approval has been

obtained, the project will shift gear and
the marketing effort will increase
substantially. A gala occasion at the
Mermaid Theatre, in London, on May 18 -
originally planned to co-incide with the
much-delayed securing of Parliamentary
approval - is reputed to have cost £200,000,
and was designed to support the second
stage message that Cardiff Bay is now
“open for business".
Held in the presence of Princess Diana,

the event featured music from Verdi,
Bizet, and Gershwin, sung by stars from
Welsh National Opera, and a new
orchestral piece, the Cardiff Bay Overture,
specially commissioned from Welsh
composer Gareth Wood - set against an
audio-visual backdrop of Cardiff and the
bay area.

The hard sell came in the form of
speeches from Michael Boyce himself, Sir
Geoffrey Inkin, chairman of the CBDC,
and the then Welsh Secretary, David Hunt

Marketing: Gary Mead on a campaign that may run for 20 years

Catching the world’s eye
the soft sell in the form of on-screen mes-
sages from former prime minister. Lord
Callaghan of Cardiff, who represented the
area now covered by the scheme in the
House of Commons for more than 40 years,
and Oscar-winning Welsh actor. Sir
Anthony Hopkins who trained in the city.
The Mermaid Theatre gala was not, how-

ever, just a cultural event, addressing
itself to London's political and opinion-
forming classes - and, it has to be said, to
a good number of visitors from the Princi-
pality itself.

Cardiff Bay's marketing people, Edel-
man PR Worldwide in London and Quad-
rant Public Relations in Cardiff, had made
stue that representatives from 14 coun-
tries in Europe, north America and the
Far East not only attended but were given
a precisely documented list of business
possibilities which the bay can offer.

Duncan Syme, Cardiff Bay’s commercial
and marketing director says: “We can't
sell Cardiff Bay in isolation. We have had
to try to lift the awareness of Cardiff in

the property and business world generally.
The first three years of our marketing
activity have sought to generate that
awareness, promoting the big idea of the
transformation of dereliction into a range

of development sites. We are now moving
into more specific marketing campaigns to
get inward investment but it is a cam-
paign which will run over 15 to 20 years."

Peter Miller, of the consultancy, Busi-
ness Development Group, which has been
responsible for the marketing strategy for

the project, says that the problem has
always been how to market something
that has not previously existed.

“The Cardiff Bay Development Corpora-
tion has a much broader remit than simple
property development. In the UK the
majority of development projects are
about refurbishment but Cardiff Bay is not
about rescuing derelict buildings. It is

about the re-orientation of a city, bringing
Cardiff into the first division of interna-

tional cities. The city, which currently

faces inward, will be turned around so

that it has a waterfront"
The initial phase of marketing cam-

paign has been constrained in two ways,

says Miller. “The essential infrastructure

work has had to be done first. There has
been a very lengthy period of land acquisi-

tion, and public consultation. The other
constraint has been that the scheme
involved the building of a barrage, which,

in turn needed a parliamentary bill. That

also has taken tune. While those two con-
straints were with us, the marketing was
stuck in a warm-up phase. We now feel we
are at a watershed, ready to move into a
new phase. We have moved from an
awareness campaign to one which says we
are now open for business.”

The corporation ran an 18-month adver-

tising campaign from 1991, and another

has just staked, using a set of “visionaries

from the past” (such as Pythagoras) to
comment on the project These ads will

run in the press, particularly business
publications. “As the campaign evolves
you will see more closely-targeted adver-

tising, aimed at the industrial, property,
leisure and tourism markets,” says Miller.

Michael Boyce says that one of the most
important aspects of the project is its

international marketing, which will

attempt to make the world understand
that the project matches any other of the

same kind. “We are re-developing a sixth

of the city, and we will never know when
it is finished. It will be a continuing pro-

cess, but there will be milestones along
the way."
To draw that international attention,

Boyce is looking ahead over the next three

years. “We have had a link, for almost a

decade now, with the metropolitan area of

Baltimore - on the east coast of the US -

which was the inspiration and model for

Cardiff Bay. The local county councils,

universities, and chambers of commerce,
on both sides of the Atlantic have built
links to help each other’s developments,
not least by pointing business people in
each other’s directions. That is much more
effective, we think, than trying to target

the whole of north America, where we
have no chance at all of making an
impact”
Boyce is planning to develop the same

kind of links with Sydney, Australia - in

New South Wales, named by its discover-

ers after the old south Wales because of

the similarity in shape fo the coastline.

“Cardiff, with the bay development, will

be part of a newer South Wales, so there is

an immediate historical and emotional
link. We will be trying to persuade the

Australians, who mii&t normally think of

investing in the Pacific region, to consider

Cardiff Bay."
Norway also has longstanding maritime

links with Cardiff, evident in the newly-re-

tored Norwegian church recently moved to

a new site in the docks area. Roald Dahl,

the author, was brought up in the city, his

Norwegian father having established a
ship-broking business there, while another
brother went to La Rochelle. As a result,

Norway too is on Boyce's list.

“Like the US and the Far East, what a

nonsense it would be if we sought to mar-

ket ourselves to the whole of Europe. In
each of the areas we select, we will, of

course, target particularly relevant indus-

tries. That is our thrust for the next three

years."

Property: Anthony Moreton examines a difficult scene

Early lettings welcomed
THE LARGEST pre-let
contracts in the UK, in both
1991 and 1992, were negotiated
on 170 acres of land owned by
Grosvenor Waterside, the prop-
erty development arm of Asso-
ciated British Ports, in one seg-

ment of Cardiff Bay.
The brick-built, flat-roofed,

Welsh Health Common Ser-
vices Authority building, cov-

ering 150,000 sq ft, and costing

£15m, is now approaching com-
pletion and will be ready for

occupation from September.
Work is about to start on a

£16m building for NCM Credit

Insurance, which wiQ result in

the creation of a flagship

119,000 sq ft office development
built to a very high specificia-

tion in pink granite, with an
atrium, facing the inner har-

bour.

Also planned for Capital

Waterside, which adjoins the

historic Pier Head building,

once the headquarters for all

the Great Western Railway's

dock operations, are a new
Welsh national opera house,

which will be the subject of an
international design competi-

tion, a high quality 200-250 bed

hotel, 25,000 sq ft of shops and
200 houses.

“These lettings represent a

significant commitment to the

bay," according to Mike Rees,

director-in-charge of the Car-

diff office of Chesterton. And
Rhys James, partner with DTZ
Debenham Thorpe, adds: “In

the present climate these deals

represent real success. Now
what Grosvenor Waterside has

to do is to create a better mix
on the site. The group needs to

find clients who will take

around 10,000 sq ft of space, so

that one or two very large

buildings do not dominate.

Grosvenor has planning per-

mission for 800,000 sq ft an the

site, which Is plenty of capac-

ity for such a mix.”

Despite these two big suc-

cesses. the general property

scene in Cardiff has not been

any easier than elsewhere in

Britain as the recession bites.

“There are clients looking

around but they cannot get rid

of their present leases, espe-

cially those wanting to move
out of the south east of

England," Mr James says.

Among those looking,

according to Mike Hall, of

Cooke and Arkwright, are the
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Properly Services Agency, on
behalf of the Lord Chancellor's

department, which is seeking

45,000 sq ft for a relocation

from London; the insurance
group Axa, which wants about

the same space; the Depart-

ment of Health and Social Ser-

vices; and Maryland Bank, an
American finance house which
is understood to have Cardiff

as one of three potential cen-

tres for a European operation.

Any one of these would con-

tinue the office-market momen-
tum developed by the health

authority and NCM. The bay

itself, a relatively small part of

the Welsh capital, has been

successful in the past two
years with a number of high-

profile names arriving, among
them the Prudential which
took 22,000 sq ft a year ago at

Atlantic House for a regional

headquarters for 150 staff

The bay has been given a
further boost with the rescue
of Alexandra Gate, a develop-

ment on the eastern edge of

the bay area, the developer of

which was a local firm which
subsequently went into receiv-

ership. Welsh Water is to move
its corporate headquarters
from another building in the

city to Alexandra Gate, a cam-
pus-type development, with the

private mining group, Ryan,
and Wales and the West Hous-
ing Association taking the
other two blocks.

These moves have met some
criticism, however. Chester-

ton’s Mr Hall argues that tbe

incentive packages offered
through public and quasi-pub-

lic sources have made compa-
rable city centre schemes
uncompetitive.

There are about 200,000 sq ft

- 18 months supply - of good-

quality accommodation avail-

able in the centre of Cardiff

The largest of these is Princi-

pality Building Society's own
development in Queen Street,

the city’s main shopping street,

where about 55,000 sq ft out of

the 65,000 sq ft built is still

available.

Mr Hall also says that poten-

tial entrants to the bay, such

as Legal and General, and Can-
ada life Assurance, have been

been frightened off by the lack

of speculative developments,
poor access and difficult park-

ing. “About 100,000 sq ft of

offices, both refurbished and
second-hand, remain vacant at

the commercial heart of the

bay at Mount Stuart Square,

but poor accessibility, specifi-

cation and parking are likely

to result in these remaining
vacant in the short to medi-

um-term.”
Cardiff rents remain, gener-

ally, below those asked in Bris-

tol and further east along the

M4 motorway corridor. DTZ
Debenham Thorpe’s Mr James
believes around £16 a sq ft is as

much as could be obtained.

“Two years ago we were hop-

ing to reach tbe £20 level".

The Welsh Health Services

building has been let on a 25-

year full repair and insurance

lease, at an average rent for

the first five years of £14£0 per

sq ft with five year reviews.

NCM has negotiated a 15-year

lease at a rate in excess erf £15.

The shorter-than-normal term

i- r tfAAA «

The brick-butt, flat-roofed Webh Health Common Services Authority

bulbing (left] wffl be ready for occupation in September; while work Is

about to start on the new NCM headquarters, pictured hi model form

represents a compromise
agreed with Grosvenor Water-

side between normal UK prac-

tice and 10-year deals, common
in the Netherlands where NCM
is based. Cooke and Ark-
wright’s Mike Hall agrees that

“between £14 and £16 is about
the top of the market at the

moment, especially in the
bay”-

These rates, however,- take

no account of hidden incen-

tives, which neither developer

nor client is willing to discuss.

Mr Rees believes a client such
as the Prudential may have
extracted a rent-free period

equal to 12-18 months rent

The dice are, naturally, very

much loaded in the tenants’

favour in the present economic
climate. “Of all the deals done
in Cardiff in the last year,"

says Mr James, “just over 90
per cent were leasehold. That
is, they were in the tenant’s

favour, with attractive break

clauses and rent-free periods.

The developer is now almost

looking to the first rent review

to recover."

According to Jim
Fitzsimmons, the property
development manager for

Cardiff Bay, the main
developments will come on
stream at tbe right time when
the economy generally is

emerging from recession. A
key area is known as the

Bridge, located between the

city centre and the bay. Here

around lm sq ft of office

development is planned around

a new city square at the top of

the main highway out of the

bay. “Once the barrage is

completed we expect a strong

level of interest We will have

large amounts of land
available, too, at this time,"

Fitzsimmons argues.

Elsewhere there is strong

activity at the moment in the

retail sector, with Comet MFI
and McDonalds going to an
out-of-town location developed

by television contractor HTV,
near a recently opened site on
which both Tesco and Marks
and Spencer have stores. In the

city centre, too, there is

interest in a development
being undertaken on the site of

a former Allders store in the
main Queen Street shopping

thoroughfare by a London and
Edinburgh Trust (LET) and
BICC joint venture.

Known as Queen's Arcade, it

is planned to open at Easter

1994. with the largest units

totalfiing around 25,000 sq ft

Pre-lets have been arranged
with Dolcis, Algos and Leeds
Permanent building society,

and others are expected in the

next few weeks: Tesco is also

taking a prestige site for a
superstore on tbe western side

of the barrage in Penarth
Haven, where a successful

marina and housing
development has already taken
place.

On the industrial side, the

Bay has three fully-serviced

sites at Ocean Park, Pengam
and Tremorfa. Sites at the

lOftacre Ocean Park, which has
been zoned for B1/B2
development, are being offered

at £150,000 per acre on a
999-year lease with an option to

convert to full freehold for a
peppercorn sum. The
development is expected
eventually to provide 1.2m sq ft

of factory floor space, 150.000

sq ft of offices, 300 homes and
30.000 sq ft of leisure facilities.

According to the CBDC.
there are signs of renewed
interest among developers,
with a number of interested

parties talking about schemes
in the region of 140,000sq ft to

180.000 sq ft
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Developing the heart

of CardiffBay

For further details please contact

Geraint Evans, Marketing Executive,

Grosvenor Waterside,

Pierhead Building,

Capital Waterside, Cardiff CF1 5TH.

Tel: 0222 472007

Fax: 0222 489160

CARDIFF
Best value-for-money capital city in the world"
Spend a weekend in tins fascinating and friendly,

cultured and commercial, compact and historic city for

£24.75 per person per night
in any of our city centre 4-star hotels, or as little as E12J50 on the

edge of town, when two share a room and stay two nights. See the

castle, enjoy a concert, take in a show: there's great eating and

drinking, and probably Britain’s best shopping outside London.

Call Sian Evans on 0222 395173

Let our Conference Division tell you why the meetings industry

professionals have chosen Cardiff for their 1993 ACM.
Call Gaye Williams on 0222 667773

For what's on. where to stay and what to see

rail Cardiff Marketing on 0222 667773 now!
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Your Business Account Manager I a wholly-owned subsidiary. Many companies in Wales have

Grosvenor Waterside

at Cardiff Bay

Companies based in Wales and the South West can contact Clive

Radford in the FTs Bristol office for more information about

advertising in the FT or for a programme of forthcoming surveys.

Telephone 0272 292565

and ask Clive Radford for details now,
or write to him afc-

Finandal Times, Merchants House, Wapping Road,

Bristol BS1 4RW
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can help you make your business

achieve its optimum energy efficiency.

He can show you the latest

innovations in electrical processes.

In addrflon to that. SWALEC have
f

benefited from the FOCUS service.

#FOCUS
So telephone now to find out how

we can make electricity work for your

business. FOCUS 0300 373233.

SERVICE AND ADVICE TO BUSINESS FROM SWALEC

THE SOONER the advice THE BETTER the savings.
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CARDIFF IS a city divided by its main
railway line. To the south of the London-

Swansea tracks tie the port, and the inner

city suburbs, of Splott, Tremorfa, Butetown
and Grangetown, which provided the work-

force for the docks and the now demolished

Guest Keen steelworks. To the north, lie

the splendid Edwardian civic centre, and
the plusher suburbs of Cyncoed, lianisben,

Rhiwbina, Whitchurch, and Llandaff.

The development of Cardiff Bay, an area

one sixth the size of the whole city, is

creating an opportunity to change this ori-

entation and to re-unite the city centre

with its waterfront creating in the process

a substantially larger central urban area.

The objective is being achieved through
investment totalling more than £450m in

infrastructure, a large proportion of which
is accounted for by a new road network.

Whereas in London the pace of develop-

ment in docklands in the 1980s quickly

outpaced the introduction of new infra-

structure, Cardiff has been able to take

advantage of the property market slow-

down of the past four years to make sure

the roads are put in place ahead of incom-

ing businesses.

The main piece of infrastructure is a
£KXkn new peripheral distributor road, one

of the biggest ever urban road projects in

Britain. When completed later this decade.

Transport: Rhys David sees an opportunity to re-unite the city centre with its waterfront

New roads will await the incomers
it will leave the M4 east of Cardiff looping

through the bay, passing underground

through a central section, before rejoining

the motorway west of the city.

The road, the eastern section of which is

being built by a joint venture between local

builders, DMD, and Italian group Cogefar

Impresit. will make southern Cardiff much

more accessible, both from outside the city

and from its western and eastern suburbs,

than has hitherto been the case, at the

samp time creating a new southern perime-

ter to the city centre.

Other roads between the existing city

centre and the bay area have also been

built, but a grand new spine route is also

being planned, which will have to carry the

weight of being both the principal physical

and symbolic link between old and new
city.

At present, the one-mile-long Bute Street

- the heart of what used to be known as

Tiger Bay - runs south from the main
east-west railway line to Her Head, flanked

on one side by a high railway embankment
carrying trains from the Cardiff Valleys.

Under the proposals put forward by the

CBDC, the Tailway embankment will be
removed, and replaced at road level by
light railway tracks, with the main road

into the bay, a tree-lined avenue, running
on either side of the tracks.

lm sq ft of offices, retailing, a hotel and
restaurants.

Other improvements in the road system

around Cardiff may be recommended, as a
result of studies carried out by consultants

into the impact of the injection into the bay

area of the city of an estimated 30,000 new
jobs when the scheme is completed. What

Hie main piece of infrastructure, a £MOOm peripheral distributor

road, will make southern Cardiff much more accessible, both from

outside the city and from its western and eastern suburbs

On the bayside, the avenue will end in a
waterfront piazza alongside the proposed
new opera house and the new flagship
building being created for NCM. At its

northern mid the avenue will deposit traffic

In a new square south of the tracks, from
which it will exit into an extension of St

Mary Street, one of the city's principal

retailing thoroughfares. Around the new
square there are plans to develop a total of

has already been shown is that there needs

to be an increase in public transport to

achieve as near as possible a 50/50 per cent
split between private and public transport

and a variety of options, including
improved bus services and either an
upgraded rail, or new light rail, system, are

being considered.

An extensive network of commuter ser-

vices - the legacy of the former coal train

network which connected the pits with

Cardiff docks - fans out from Cardiff’s Cen-

tral and Queen Street stations to the

valleys, with one branch travelling along

the Bute Street embankment
The CBDC has earmarked funds for a

possible new light rail system which could

work on existing British Rail lines out of

the city and possibly run eventually along

the city's streets- A joint study has been set

up with Nottingham Development Enter-

prise, which is interested in a similar devel-

opment. based on a system in use In Karls-

ruhe in Germany.
Ulnder this system, vehicles operate on

diesel or electric power and lower a guide

wheel from their chassis cm to a track set

in the road for use when operating away
from conventional railway lines.

The improvements planned in the trans-

port to the area are intended to go at least

part of the way to counter the argument
that investment in the bay is depriving

other parts of south Wales of badly-needed

resources, by making it much water tor

people living within a 15-20 mites radius of

Cardiff to commute to «ok »
while still living in well-established valley

“^^rftinks will also make i* P«5sa,1

f
for the tourist attractions which are

planned for the area to be reached by the

laree population within a few hours drive

of the city, not just m south Wales but m
southern England and the Midtends-

Bristol. Avon, Gloucestershire Her-

efordshire are all within an hour of Carms,

while areas as far away as the western

fringe of London are not much more than

two hours away.
, _ __ .. . .

Apart from Welsh National Opera, which

it is hoped will continue to attract its own

firitbful clientele when Its new building is

developed, there will be a range of other

attractions in the bay area, which CBDCrs

duel executive, Michael Boyce, believes

can become a Covent Garden-by-the-sea,

attracting 2m visitors a year by 2000.

These will include, if an goes as planned,

a National Science Centre, offering a wide

range of hands-on experiences, a National

Centre for Sporting Excellence, and in the

areas closest to the watefront a network of

lanes, passageways and piazzas, for eating,

drinking, and buying, - or just strolling

and browsing

The creative eye is also being turned on street furniture, inducting lamp-posts

Anthony Moreton discusses art for the people

Fit for the 21 st century
FROM THE day he was
appointed chairman of the

development corporation. Sir

Geoffrey Inkin was determined
the whole development should

not just be about bricks and
mortar.

He was conscious of the

effect such a massive scheme
would have on the people
already living in Cardiff's

docklands. He was also aware
of the need to contribute
aesthetically to the
environment, to produce
something that would not only
work but would also look good.

The corporation would lay
down the framework, by
attracting the best architects

from around the world to

design new roads, offices and
housing in an imaginative
way.
But it was essential for him.

not only that the buildings
themselves should contribute

to the overall concept of the

new Cardiff, but that public art

should add to the feeling that

this was a city fit for the 21st

century.

“Art in public places is for

the enjoyment of the people,"

Inkin says. “It helps create
environments which are
humane, entertaining and
stimulating. They enhance a
sense of identity and the scope
for art in public places is now
immense."
To monitor the quality of the

buildings, the corporation, in
one of its first moves, set up in

1988 a fine-arts panel, called
rather more prosaically the
Design and Architectural
Review Panel, to keep an eye
on proposed designs.

A year later, a public art
consultancy team was
established to research and
develop a strategy for public
art and its funding.

This was followed, in 1990,

by the appointment of Sally
Medlyn, who was then with
North West Arts, as director of
the Cardiff Bay Art Trust

Irikin had been impressed by

Per Cent for art the scheme
common in the US and in some
European countries such as
the Netherlands, by which
developers put up to 1 per cent

of development costs into

works of art. Projects in

America showed that
sculpture, in particular, was
not seen as an addendum to

individual buildings but as an
integral part of any
development.

Ms Medlyn's trust has had
an immediate impact. Three
sculptors. French-bom Pierre
Vivant, who has studios in

Paris and Oxford. Eilis

O’Connell, from Ulster, and a
Gibraltarian. Francis Gomila,
working in Smethwick in
conjunction with an English
architect, Ian Ritchie, were the

first winners of awards for

works to be erected on key
sites.

Those works were intended

to stimulate interest and were
funded out of public money.
They have been complemented
by others undertaken under
the Per Cent scheme by
BradenJiam Developments,
Sharpe and Fisher, and
Grosvenor Waterside.

“The initial ideal is up and
running" says Ms Medlyn.
“Most importantly, artists are
being brought in at an early
stage. It is too easy to get an
artist to produce a work almost
as an afterthought after a
development has been created.

But we are bringing the artist

in, in his or her own right,

from the start."

Such schemes are not
restricted to works of art. Ms
Medlyn’s small team is also
concerned with improving
street furniture. Lamp-posts,
public seats and serial works,
which will draw visitors
around a particular feature,

are all being attended to.

The most imaginative
scheme was unveiled in March,
when South Wales Electricity

came up with a plan to trans-

form an ugty sub-station into a
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futuristic creation. Mr Wynfbrd
Evans, chairman of the elec-

tricity company, says the £5m
scheme will transform the sta-

tion, which will be the power-

house of the bay's electricity

system, into a building fit to

grace the rest of the develop-

ments within the bay.

“We presented plans for the
new sub station to artists and
asked them how they would
treat a piece of modem tech-

nology in such a way that it

would produce minimum envi-

ronmental intrusion," says
Evans.
“We selected John Gingell, a

Welsh artist, who worked with
our engineers to produce a
strong primary-coloured
scheme which will include
enormous sculptures symbolis-

ing energy and power. The
focal point is a 60ft light tower,

which will draw attention to

the bay by night and day, and
the result of the whole rede-

sign is immensely exciting.”

The challenge Is not just to

put up works of art, Ms Medlyn
says, but to create places
where people can derive plea-

sure. whether working or visit-

ing Cardiff Bay.
Success still needs to be

worked at. though. Wales is

not a country with a strong
architectural heritage, and
until NCM published the
design for its new headquar-

ters, next to the site set aside

Cor the opera house, there was
little evidence of distinctive

architecture within the Bay.
Architects Holder Mathias
Alcock attractively converted
an old building for their own
use, and the two remaining
Victorian buildings within the
area were sympathetically
turned into fiats and a hotel.

Elsewhere, there has been
little evidence that the design
panel has had a great deal of
success. Everyone concerned
with Cardiff Bay needs to be
aware of how much, remains to

be done before they can be
fully satisfied.

THE PLANNED transformation of 2,700
acres of Cardiff is the second biggest

regeneration project of its kind in
Britain after London Docklands.
Yet, while both are creating new

housing, office, leisure and Industrial

opportunities in old port areas, they
I differ in one important respect While
I
the port trades of London have moved
down river to Tilbury, and further

afield to Felixstowe, Southampton and
elsewhere, Cardiff remains an impor-
tant middle-ranking, working port

Indeed, from the windows of the spec-

tacular new NCM building now rising

alongside the Roath Basin, office work-
ers will get a grandstand view of the
maximum 35,000 tonnes dwt vessels

which can enter the biggest of the two
remaining Cardiff docks, the Queen
Alexandra; and yacht owners, coming
in an out of the Impounded basin which
will be created by the barrage, will have
to take care when large vessels enter

and leave the sea locks into the docks.
Guests who book into the Celtic Bay

Hotel, converted out of the brick shell

of a former bonded warehouse, can
dream, too, of boarding in Cardiff one
of the most romantic voyages still open
to the sea traveller from Britain - a
cruise down to St Helena, via Tenerife,

Ascendon and Cape Town (with a once-

a-year extension to Tristan da Cunha),
on the only remaining Royal Mail Ship,

the RMS St Helena.

Yet, despite these reminders of a
great past Cardiff’s glory days as a part

have been well behind it for some time.

In 1913. when exports reached a record

13.7m tonnes (Including 10.5 m- tonnes
of coal), 900 ships a month called at the

port which for brief periods exceeded
both London’s and Liverpool’s tonnage.

In 1920, the city boasted 122 shipping
companies, owning L5m gross tonnes of

shipping, to make it the greatest steam -

ship-owning centre in the world.

The switch to oil for boilers did for

Cardiff, and for the Welsh coal indus-

try, and a long, slow period of decline

has followed, taking with it old ship-

ij
r
rj

The RMS St Helena still offers the prospect of a romantic cruise

The docks: the erty is still a working port

Link with M4 may
revive fortunes

owning names like Cory. Seager,
Instone, Lovering. Radcliffe, Tatem.
Turnbull, and Reardon Smith. Only two
Cardiff shipowning companies survive
- Graig and CJH. Willie - of which only
the latter, with a weekly liner service to

Bilbao, sails out of Cardiff.

As late as the 1960s. efforts were still

being made by the port’s owners, the
nationalised British Transport Docks
Board, to attract new portside industry

to create large new trades for the port

on land once occupied by 40 miles of
railway track, but these failed to pro-

duce any significant results.

Since privatisation. Associated Brit-

ish Ports bas pursued a different policy

of seeking to sell off its surplus land.

and it has been this winch has opened
the way for the dockland developments
now taking place. Enough land has
been retained to make sure the port can
continue to function, but other land has
been made available for development.
ABP’s property arm, Grosvenor

Developments, is responsible for two of
the main office blocks currently under
way on 170 acres it bas set aside for

development - for NCM and the Welsh
Health Common Services Agency.

The port itself now handles around
2.5m. tonnes of traffic a year, split

between imports and exports. Coal and
coke products are still exported, though
coal is now also imported, along with
large quantities of oil and petroleum

products, mainly from refineries around

the UK coast Cardiff is also an impor-

tant fruit and timber importing port

though this latter trade has been badly

affected by the recession.

General cargoes, some containerised,

are also handu»d
r
together with project

cargoes, such as heavy plant and
machinery, with the port’s hinterland

from which it can draw business

extending across much of southern

Britain. Importation of orange juice,

one of the fastest-growing grocery prod-

ucts of recent years, is a relatively new
speciality, developed as a result of

investment over recent years by ABP in

improving Cardiff’s quayside cold stor-

age. Other trades which could take
advantage of the 9,000 tonne cold store

facility are also being investigated.

Just how easily port activities and the

whole range of new living, working and
leisure facilities planned for the bay,
fuel ailing a new opera house, can co-ex-

ist, remains to be seen, but the symbio-

sis that is already developing looks as

though it could benefit both. The bay
developments could not have happened
if such large tracts of land, modi of it

originally reclaimed from the sea for

dock development, had not been avail-

able mid ripe for comprehensive devel-

opment. In return for releasing land,

the port is obtaining not only new
neighbours who will bring both income
and life to the area but an extensive

new road network.

Originally built to be served exclu-

sively by railway, Cardiff docks will,

with the completion of a peripheral dis-

tributor road through the bay, be an a
loop of the M4 motorway, giving Instant

access to the UK motorway network,
barely more than 20 miles from the

second Severn river-crossing. As a
result, file port itself could become
modi more attractive to importers and
exporters, securing a revival in its for-

tunes which has eluded It for much of

the presort century.

GLAMORGAN County Cricket

Club bas been looking for a
new ground - and now the
development corporation has
made land in the bay area
available to it.

If the cricketers can find the

money, a ground will be devel-

oped on a site alongside the
dual-carriageway which
sweeps round the southern
half of the city. Glamorgan
hopes that, with its easy
access, ample space and new
stands, the proposed new
ground will become not just a
home for the county but also

an international ground.
Gwyn Stone, secretary to the

club, says: “We have identified

a site where we espect to build

a new ground, to international

standards, within the next four
years. We would like to think
we could play a part as a
venue for matches during the
1998 World Cup."
The search, for a ground is

part of a campaign to lift the
performance and profile of Gla-

A refuse tip may become a county cricket ground

Site offered to Glamorgan
morgan cricket, drawn up by
the county under its new chair-

man. Newport businessman
Tony Morgan, working with
management consultants,
Andersen Consulting.

The new ground holds the
key to the county's long-term
hopes of being successful, prof-

itable and widely-supported.
The club does not own its

own ground, but uses the
facilities of Cardiff Athletic
Club and other club or local

authority grounds elsewhere in
Glamorgan and other parts of
Wales.

The move to its own
purpose-built ground would
enable the county to develop
boxes and other business
entertainment facilities, and to

improve the seating and
catering available to all

spectators, something it cannot
do at its current Cardiff
ground in the city’s Sophia
Gardens. Though the county
would still tour, more matches
would be held in Cardiff.

The new site, which is likely

to cost about £l0m to develop,
would also include a Welsh
national cricket centre and an
indoor cricket school, where
new talent could be nurtured.
Among possibilities being

considered for financing the
scheme are corporate
donations and the issue of
debentures. Public funding
might also be available,
because of the ground's
location within the bay area.

Plans for the new ground,
which could be in place three

years from the decision to go
ahead, have been drawn up by
Cardiff architects Hoggett,
Lock-Necrews, part of the
international Whinney
Mackay-Lewis group. Terry
Hoggett and Gwyn Stone
visited Durham, which only
entered the first-class scene
last year, to see its

development plans.

“A ground such as the one
Cardiff Bay offers us," says Mr
Stone, “would be part of our
overall strategy to ensure the
county has good facilities for

players, members and
spectators. It would also be a
place of national excellence,
one from which club cricketers

Rhys David

and schoolboys could benefit"

. The 13-acre site - about the

same size as Surrey's test

arena at the Oval, in south
London - could be developed
along the lines of Worcester’s

intimate ground, Mr Stone
believes, holding a full-house

of about 8.000 and having a
number of smallish pavilions.

Offering the cricketers these

13 acres has one other
advantage for Cardiff Bay. The
site at the moment Is the
cleared remains of a refuse tip.

Development for housing or
Industry would involve the
bay’s authorities in the
enormous expense of clearing
the site, because of the
possibility of noxious fumes
affecting people living and
working there.

Ove Artip, the consultants to
Cardiff Bay, have shown that

an open-air activity such as
cricket would be perfectly safe
and an ideal use for the area.

Anthony Moreton

CARDIFF BAY

CARDIFF BAY Development Corporation

Environmental Mitigation Measures
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Mott MacDonald

Consulting engineers for tunnel

services, safely systems and traffic

control for the Butetown Tunnel.
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Mon MacDonald Wales

Telephone 0222 755755

Contact Ian Flower

Mon MacDonald

(Tunnel Services)

Telephone 08 1 6S6 5041

Contact John Lowndes

Mott
MacDonald

Bechtel is proud to be
associated with the

CardiffBay Development Corporation
as Project Manager for the

CardiffBay Barrage Project

We look forward to the launch
of the construction programme

Bechtel Limited
246 We BOP, England, UKTel. 081-846 511

1

Fax: 081-846 6940

Tourism - a positive force
for urban regeneration
L&R Leisure PLC - Europe's leading tourism
and leisure management consultancy

AdvfcoB 10 Cardiff Bn, Develop**,,

For information contact

Richard Tibbou on 0444 83 1 7 1 1 L&R LEISURE plC
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CONSTRUCTION CONTRACTS
£50m work
awarded to

Wiltshier

Housing university students

The WTLTSHTER CON$TR
DCTION GROUP has made
new contract gains totaling
almost £50m since April

The largest project is the
refurbishment of an office

block for Unisys at Uxbridge in
Middlesex, valued at £4m and
due for completion in the
autumn.
Other major contracts

include a £3m steel-framed

warehouse with car parking
for Nurdin & Peacock in Croy-
don, a £2.lm leisure centre in

Canterbury, a £2.8m student
accommodation unit in New-
castle-upon-Tyne and a series

of nine individual store fit-out

contracts for Boots the Chem-
ist totalling £L2m.

Refurbishment
LAING LONDON AND SOUTH
EAST is carrying out a major
facelift of a tower office block

in Chiswick, west London, for

the British Standards Institu-

tion.

The contract, worth around
£14m, involves demolition of
the canopy, construction of a
two-storey extension and
recladding of tbe whole build-

ing. The project is due for com-
pletion in July 1994.

London offices

The spires of Oxford are the

backdrop for WIMPEY CON-
STRUCTION'S new contract -

the eleventh student accommo-
dation project the company has
won in the last 12 months.
The £5.4m scheme covers the

construction of a hall of resi-

dence (pictured above) for

Oxford University's Merton
College.

The contract will provide 93

study bedrooms in three blocks

together with eight, one and
two-bedroom flats, a porter's

lodge and glass conservatory.

Building at Merton, amid the

historical architecture of cen-

tral Oxford, will require Wim-
pey to use materials carefully

selected to blend with the

existing colleges and buildings

in the surrounding area.

The three-storey buildings
will be enveloped with hand-

made brick and a bath stone

cladding and topped with Cum-
brian slate pitched roofs.

The 66-week contract will be
complete by September next

year ready for the new intake

of students and the start of the

1994 academic year.

Four construction manage-
ment projects worth £30m have
been secured by BUCKNALL
AUSTIN.
The projects include the fit-

ting out of Coca Cola's new
headquarters at Hammersmith
(£8m). project management for

fitting out work for the Pru-
dential Corporation in central

London (£17m), the reconstruc-

tion of Alderman's House fol-

lowing the IRA bomb in the

City (£2.4m) and fitting out
works for a maintenance cen-
tre for Brlttsh Airways in
Wales (£3m).

New headquarters for building society

A £13m design and build
contract for a new headquar-
ters for Birmingham Midshires
Building Society bas been won
by MOWLEM MIDLANDS of

Wolverhampton part of John
Mowlem Construction.

The Society's new headquar-
ters and computer centre, on
an eight acre site at Pendeford
Business Park on the northern

outskirts of Wolverhampton, is

one of the largest investments
to be made the West Midlands
for some time.

The project comprises a high
quality, 15.000 sq metres four-

storey, steel-framed building

with piled foundations, facing

brickwork and a slate-tiled

roof.

There is an extensive ser-

vices package, designed to

make every element of the
installation environmentally
friendly. The scheme also
includes a creche, car parking
and extensive landscaping
which will be enhanced by the

planting of several thousand
trees and shrubs. Work has

PEOPLE

Dawes ‘earns his spurs' and

comes on board at English Trust
English Trust has made Simon
Dawes, a corporate financier

from JS Gadd, its eighth direc-

tor now that he has “earned

his spurs", according to fellow

director Anthony Wieler.

He joins up with Stephen
Goschalk and Charles Good,

both former senior Gadd execu-

tives. The two moved to
English Trust. Good on a non-
executive basis, when the bou-

tique merchant bank acquired

the corporate finance activities

of Gadd last December.
Dawes, however, was not

taken on immediately, but

worked on a number of pro-

jects for English Trust “We
wanted everyone to prove their

worth,” Wieler explains. “Peo-

ple sometimes don't bring as

much business with them as

they say they will-” In May,

Dawes had worked on a private

placement for a nursing home,

Exceler, which raised £2m.

English Trust reckons the

pick-up in corporate finance

activity in recent months signi-

fies an end to recession for

smaller companies. Dawes is

understood to be working on
two larger deals currently,

including one cross-border ven-

ture. _
previously, Dawes, 49, had

spent 20 years at Laing &
Cruickshank specialising In

engineering and then smaller

companies, from the analytical

and institutional broking

angle.

His initial foray into corpo-

rate finance was when he

joined ANZ Merchant Bank in

1991, but the Australians shut

down the UK corporate finance

operation eight months later.

At that point he moved to JS

Gadd.

Bodies politic

Graham Green, md of W
Canning's chemicals division,

bas been appointed president
of the FEDERATION
EUROPEENE du COMMERCE
following the death earlier this

year of Robbie Buckland.

Charles Hinde has been
appointed financial director

of The CORPS OF
COMMISSIONAIRES
Management Ltd.

David Cfaenery of Boulton
& Paul has been appointed
president of tbe BRITISH
WOODWORKING
FEDERATION.

John Singer, a director of

Granville Holdings, bas been
elected chairman ofthe
EUROPEAN VENTURE
CAPITAL ASSOCIATION.

Valerie Hammond, director

of the Ashridge Management
Research Group, has been

appointed chief executive of

ROFFEY PARK
MANAGEMENT INSTITUTE.
H Peter Greenaway bas been
appointed chief scientific

officer at the Department of
Health following tbe
retirement of Peter Woodford.
Roy Reynolds (below),

former md of Shell UK OH, has
been appointed chief executive
(designate) of the board of the

COMMONWEALTH
DEVELOPMENT
CORPORATION, to succeed

John Ecctes in May 1994.

Sir Geoffrey Allen,

chairman of the Council oF

Science and Technology
Institutes, vice-president of

Ihe Royal Society, a former
chairman of the Science and
Engineering Research Council,

a former Scientist at the

National Research Council In

Canada, and a former member
of tbe Eureka Assessment
Panel; David Arcnlus. md of

EMAP, an executive member
of the Advertising Association

and treasurer of the Federation
of the International Periodical

Press and a former chairman
of the Periodical Publishers

Association, and Anne Daltrap,
chairman of the Consumer in
the European Community
Group, have been appointed
members of the NATIONAL
CONSUMER COUNCIL.
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The latest move in the

on-going shuffle of City econo-

mists is that of Mark Brown

from UBS Securities. Brown,

30, has been appointed head of

strategy and economics at

Hoare Govett where he will be

responsible for the macro-

economic research department

covering the UK and Europe.

Brown (above) started his

working life as an economist at.

the Confederation of British

Industry, before moving on to

the Treasury in 1984. There,

under the eye of Rachel

Lomax, now deputy secretly

in charge of financial institu- .

tions, he helped develop, a
method for working out the

number of individual share-

holders in the wake of the pri-

vatisations of the early 1980s.

-

An occasional rock-climber,

but now more devoted to his

18-month old son than to out-

door pursuits. Brown worked

at UBS for seven years. He

takes up his post at Hoare
Govett sometime towards the

end of the year.

In another move, Mark
Brett, director of bond and cur-

rency strategy at Barclays de
Zoete Wedd, has announced
that he is leaving in September

to join investment advisory .

firm. Capital International.

started and completion is

scheduled for the end of 1994.

Cardiff Bay development project

Motoring services
BO VIS CONSTRUCTION has
won a £9m management con-
tract to build a supercentre for

RAC Motoring Services at

Bradley Stoke North, near
Bristol. Construction of the
centre, which represents an
investment of £l4m by the
RAC. will be finished by Octo-
ber 31 1994.

Associated British Ports has
awarded a £l4m contract to

TAYLOR WOODROW CON-
STRUCTION SOUTHERN to

build a new headquarters and
related infrastructure for NCM
Credit Insurance at Cardiff
Bay.
Grosvenor Square Properties

Group, the property develop-
ment subsidiary of Associated
British Ports Holdings, won
the 119,000 sq ft pre-let for the

building against stiff competi-

tion last August, following

NCM’s decision to relocate

from Cardiff city centre.

The project has been
designed by Cardiff-based
Holder Mathias Alcock and
London architects Nicholas
Hare for client Associated Brit-

ish Ports. It is located at Capi-

tal Waterside, the former
Roath Basin which is to
become Cardiff Bay’s leading

commercial property centre.

The NCM building is to be
situated on a prime position
overlooking the inner harbour
at the junction of Harbour
Drive and Britannia Quay, and
is designed to reflect the mari-

time setting. A key design fea-

ture is the air conditioning sys-

tem, which is based on the
displacement ventilation prin-

ciple. Completion is scheduled
for the end of next year.
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Have you
got style...

writing style
that is? *>*

m'^YC7.U TIMES

STYLE

Misuse of the English language, misspellings,

and incorrect grammar are all traps into which

most of us fall at some time. Now there’s a

remedy that’s informative - and entertaining.

THE FINANCIAL TIMES STYLE GUIDE
The FT’s reputation rests on its accuracy,

depth of reporting, and perceptive analysis.

Clarity of writing and precise use of language

ore vital in achieving the quality on which this

reputation has been built.

The Financial Times

Style Guide has been

created to offer a wealth of

advice on good writing

practice. It outlines some
basic rules, highlights

common errors and

includes current forms of

spelling - and all in a light

hearted, easy to absorb way.

The Guide is set out

alphabetically, so that

A is for anything from adverbs to auditors

B is for anything from blobs to brokers

C is for anything from CAP to ciich&s

D is for anything from dawn raids to Druze

E is for anything from economics to expletives

F is for anything from F words to fractions

A reference

section includes glossaries of

financial, scientific and technical terms. Brief

explanations of commodities, computing,

energy, stock markets and financial indices as

well as the main world currencies, law and

libel can be checked at a glance.

Now you can know your backwardation

From your contango. CD-Rom from megabyte,

the difference between fission and fusion and

that a nano is not a no-hoper, but a thousand

millionth. You will also know how to spell

diem.

The Financial Times Style Guide will

improve and enrich your writing skills.

As the Guide says, “clarity of thought is the

key to clarity of writing”.

John While. Fimtnciil Times Lid., Number One Southwark Bridge. London SEl 91IL

To: John While. Financial Times Lid., Number One Southwark Bridge, London SEl 9HL. Fax [07 1 ) 873 3072

I would likeQ copies of the FT Style Guide, price £9 (+ post and packaging £2).

Please charge to my: American Express [~1 Mastercard [ I Access! I Visa |~~] Only UK cheques accepted |~~j

Card expiry date Card number I I Fl II I I I I | | | 1

Name— — — Title

— —- Tet „Company

Address _

Postcode.

Signature

.

Date.

IDOonkrDrocf*nI oillmita dgnoliacj l offer «jbd until Jlu December 1*01

FT. Because business is never black and white.

NOTICE TO HOLDERS OF EUROPEAN
DEPOSITARY RECEIPTS

(EDRS) IN

PIONEER ELECTRONIC CORPORATION
EDR Holders are informed that Pioneer Electronic Corporation has paid a
dividend to holders of record 3Tst March, 1993 of Yen 12.5 per Yen 50
share of Common Stock, and the Depositary has converted the net amount
after deduction of Japanese withholding taxes Into United States Dollars.

EDR Holders may now present Coupon No. 15 lor payment to the
undermentioned agents.

Payment of the dividend with a 15% Withholding tax is subject to receipt by
the Depositary or the Agent of a vafid affidavit of residence in a country
having a tax treaty or agreement with Japan giving the benefit of the
reduced withholding rata

Failing receipt of a Valid Affidavit, Japanese Withholding tax will be
deducted at the rate of 20% on the grass dividend payable. The full rats of

20% will also be appfled to any dividends unclaimed after 31st October,
1990.

Amount payable per EDR of 1 .000 Shares against coupon No. 15.

Gross Dividend Dividend Less 15% Dividend Less 20%
Withholding Tax Withhokftifl Tax

US$1 15.21 US$97.93 US$92.17

OEPOSTTARY AGENT
Bank of Tokyo International The Bank of Tokyo (Lux) SJL
Limited, London Luxembourg
26th July. 1993

X
Mass Transit Railway Corporation
(A corporation cwabUsIwd by the Moss Transit

Railway Corporation Ordinance or Hoag Kong)

HK$3,000,000,000
(or an equivalent amount in US. dollarsj

Medium Term Note Programme
HK$160,000,000.00 Collared Floating Rate Notes due 1996

Notice is hereby given thattheHIBOR applicable to the subject notes

for die periodfrom July 23. 1993 to October 25. 1993 is 4SO
pet- Coupon amountpayable October 25, 1993 per NK$500f)00 note

isHKS5.79452.

Morgan Guaranty Trust Company ofNew York
Hong Kong
As HK Reference Agent

JPMorgan

DOING BUSINESS
IN RUSSIA?

Save time, effort and money at the start

All foreign companies wishing to conduct
business in Russia need to register there. In
Moscow, registration is handled by the Moscow
Registration Chamber. Fortunately, this process
-can be relatively quick and easy, thanks to

Financial Izvestia which is now offering the
Moscow Registration Chamber's own Guide to
Registering Companies in Moscow. Written in
English and in collaboration with the
international law firm, Salans Hertzfeld &
Heflbronn, this invaluable Guide

Enables you to select the most suitable legal
structure for an enteiprise

Supplies checklists so you avoid common
mistakes when registering
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Provides sample registration forms and letters
to obtain the relevant authorisations

LLOYDS INTERNATIONAL PORTFOLIO
SICAV

lt rue Schiller

L-2519 Luxembourg

R.C Luxembourg No B. 7.635

NOTICE
is hereby given to ihe shareholders that au Exiraordinory General Meeting of

SbarehoMcrs of LLOYDS INTERNATIONALPORTFOLIO SlCAV wifi bo held

at the registered office, l roc Schiller, 3519 Luxembourg on August 4th, 1993 at

3.00 p.m, in order to modify the Ankles of Incorporation as stated in the

following agenda:

!. Change of the dale of the annual general meeting

The 1st sentence ofthe Anidc 10 is modified as follows:

"The annual general meeting of shareholders shall be held, in aooontmce

with Luxembourg Law, In Luxembourg at the registered office of the

Company, or ol such other place in Luxembourg as may bo specified In the

notice or meeting, on tbe Uiinl Tnnwby ofthe momh ofAprilu HJOun,”

2- Change of the dues of ihe financial year

The list sentence of Ihe Aitide 25 is modified as follows;

The accounting year of the Company shall begin on (he 1st November of

.

each year and shall terminate on itae J 1st October.*

3. To transact such other business a* rruy propertycome before tbe meeting.

Resolution* on the agenda will require a quorum of one half at the

outstanding shares and will be adopted if «xed by n majority of two thirds of

the shares present or represented.

By order of the Board of Directors

Lists addresses and contact details of key
agencies in Moscow

Much of this information is simply unavailable
elsewhere and will be of real practical everyday
use to anyone intending to do business in Russia,
as well as legal financial, accounting and other
advisors.

The Guide to Registering Companies in Moscow
is available exclusively from Financial Izvestia —
to order your copy, see below.

FINANCIAL IZVESTIA
]
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produced by the Financial Times in partnership
Izvestia, Russia s leading quality daily
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Flapper’s Art Deco fantasia restored
I

t took five months In 1929 to
build the present Savoy Theatre
It was the brain child of Rupert
D’Oyly Carte and the theatre

opened with a revival of Gilbert and
SuBivan's The Gondoliers. The build-
tog of the theatre was something of a
miracle. The architect was one Frank
Tugwell hut the real genius behind
the fantasy world of the interior was
Basil Ionides. He was a design guru -
today he is remembered much more
for his books on decoration than for
any of his completed schemes.
A glance at any of his volumes pub-

lished by Country Life reveals a world
of certainties of taste and judgment
that today seems very alien As he
wrote at the time: “It is a curious
form of vanity that makes people
want to have what other people
appreciate rather than what they like
themselves." At the Savoy Theatre,
which was revealed in its restored
form last week, Ionides had no
doubts. He felt that a new theatre in
London opening at the end of the flap-
per era should reflect the brittle
American world of Art Deco - gutter-
ing and shimmering with a sharp
exoticism.

When the theatre was destroyed by
fire in 1990 the opportunity was seized
to restore it exactly as it had been in
1929. English Heritage - an organisa-
tion more criticised than blessed, took
the right decision when it demanded
that the theatre should have the Ion-
ides decorative scheme restored in
every possible detail. While no one
could claim that the interior that
flashed before the audiences at the
ballet last week is in every way tech-

nically perfect, it is something of a
restorer’s tour de force.

There are three aspects to the resto-

ration that should be critically consid-
ered: the quality of the interior deco-
ration, the efficiency of the
installation of modem technology,
and the overall architectural effect

The architects for the restoration are

Sir William Whitfield and Partners,

the technics are by Theatre Projects

Consultants and the engineers are
Mar Fordham and Partners. It is not
an easy task to combine the virtues of

a Grade I listed interior with the
demands of modern theatrical

machinery, lighting and comfort. At
the new Savoy I felt all this had been
achieved very effectively bearing in
mind the tightness of the Site and the

wish of the Savoy group to add on a
fitness suite to the hotel as part of the
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Phoenix risen: the Savoy Theatre was destroyed to a fire in 1990 but has been restored to look exactly as it did to 1929 when it was built

rebuilding. The success lies in the
architect’s reticence. Whitfield Part-

ners have in a way taken a back seat

to Basil Ionides, making many of the
current improvements practically

invisible.

Surprisingly, no drawings printed of
the 1929 decorative scheme, although
there were contemporary photographs
and written descriptions. Whitfield

Partners are fortunate in having Red
Mason on their staff because he is the
most dogged and effective architec-

tural researcher in the business. His
work at Christ Church, SpitaMelds,
has been exemplary and at the Savoy
Theatre he was not daunted by the

lack of evidence. The building

accounts make it clear that alumin-

ium leaf was used for the gilding, and

the dazzling gold and multi-colour

effects were produced by the use of
coloured varnishes. The vivid and lux-

urious carpets were reproduced from
tiny scraps that survived the fire.

Paint scraping is a fine art today and
the extent of the detective work is

hard to imagine. A great deal of time
was spent in the Victoria and Albert

Museum where the sources of much
of the decorative motifs were found.

An antique Chinese screen in the
museum seems to have been the root

of many of the Chinoiserie panels
around the proscenium.

The effect of the steeply raked audi-

torium is daggling and many may find

it vulgar. Art Deco is an acquired
taste. Ionides looked to China, Egypt,

Mexico for his sources and then
mixed them up with a fashionable

angularity that today seems entirely

of the 1920s. The drop safety curtain

comes as something of a shock,
striped as it is in scarlet and orange.

It is rumoured that when the theatre

opened, members of the audience
were encouraged to telephone ahead
and select their seat by colour - it

was crucial that the flappers’ dresses

should not clash with the decor.

Today our colour sensitivities seem
less developed. It is hard to take Ion-

ides seriously when he writes in

Opera/Max Loppert

E
lisabeth sader-
strOm’s long and glori-

ous career in opera
began in 1947. on the

stage of the Drottningholm
Court Theatre (she sang Moz-
art’s Bastienne). The latest

development of that career

seems, therefore, peculiarly apt

and symmetrically satisfying:

she has taken over artistic

direction of the annual sum-
mer festival at the Stockholm

royal palace.

This year’s programme rep-

resents her first go. Four main
events are dotted across the

three-and-a-haif month sched-

ule (May 20 - September 4): a

Haydn opera and a Figaro bal-

let provided by Stockholm
Royal Opera forces and, in

home-grown productions, a

Grttry comidie-ballct and an
Italian comic opera by the

Spaniard Vicente Martin y
Soler. Nicholas McGegan, a

British
,,period’

,-conscious

opera conductor of ever-

increasing international

renown, takes over as music

director; John Cox, a favoured

Sfiderstrfim collaborator from

A Vintage year at Drottningholm
her Glyndebourne days, is one
of this year’s producers.

To judge from the two shows
that I saw, Grttry’s Zfrmre et

Azor (1771) and Martin’s Una
cosa rara (1786). the SOder-

3tram era at Drottningholm
has been launched in high
style. A visitor’s pleasure in

this most perfectly preserved
anH artistically inspiring of the

world’s 18th century theatres

is likely to be bounteous even

when the fare is only moder-

ately interesting or modest in

execution levels. Since this

year both shows were operas of

high interest - operas hugely

successful in their day that are

eminently worth the re-discov-

ery in ours - and both perfor-

mances were full of vitality,

one’s cup was in danger of run-

ning over.

Arnold Ostman, the previous

Drottningholm artistic and
musical director, pursued over

his 12 years in office a survey

of the peaks of 18th century

opera - in other words. Mozart

and Gluck. S&derstrtjm, want-

ing to examine the territory

around those peaks, has with

Grfrtry and Martin launched a
programme which she subtitles

“Perspectives on Mozart". Una
cosa rara, an obvious candidate

for any such enterprise, was
composed on a text by Da
Ponte and given in Vienna six

months after Figaro, with
many of the first Figaro sing-

ers in its cast
It is full of Mozartian-sound-

ing music; indeed, most opera
people know of the opera, if at

all through Mozart’s witty “in-

joke" quotation from Martin’s

Act 1 finale in the supper scene
of Don Giovanni. But there is

far more to Una cosa rara - as

a British colleague said at

interval, as we stumbled out

on to the Drottningholm lawns
high on all the zest, buoyancy
and inventiveness on offer,

“Where has this opera been all

our lives?"

Da Ponte’s libretto, with a
heroine who remains true to

her shepherd beloved in spite

of various attempts on her vir-

tue from higher up the social

scale, is a brilliantly plotted

eight-hander up to the halfway

mark which loses pace and

impetus thereafter. This, and
the sense one gains that

Martin’s melodies, structural

elaborations and character
developments lack sustained
depth for all their captivating

charm and telling detail, may
be responsible for the opera's

relative neglect (In fact mod-
em revivals are not unknown
- a 1968 London fringe staging

featured the young Josephine
Barstow and Alan Opie - and a
recording from Barcelona has

reached CD format)

N evertheless, in the
light of McGegan’s
marvellously enjoy-

able account of Una
cosa ram - keyed-up. brightly

coloured, theatrically zestful at

every moment - even relative

neglect seems incomprehensi-
ble. There is a Spanish accent

to many of the tunes, a Span-

ish patina to much of the scor-

ing, (Martin started life as a
Madrid zarzuela composer); It

is this that underlines the dis-

tinctness of the opera’s musi-
cal and dramatic character,

and brings to a halt the inevi-

table game of contrast-and-
compare with Mozart.
Francisco Negrin’s produc-

tion, though based (as every-

thing always is) on the Drott-

ningholm stock of “authentic"

scenic components, was mod-
em in an irritatingly unstylish

way - too much farce, double-

take and general knockabout,
too much extraneously
imposed dance movement This
was the only blot on the even-

ing (and, fn truth, only a minor
one). In the opera’s two leading

roles, the faithful Lilia and the

Queen (who offers wise counsel

in difficult situations), the
young Swedish soprano Elisa-

beth Berg and the more inter-

nationally experienced Swed-
ish soprano Lena Nordin
produced exactly the poised,

unpushed tones required for

the theatre. Among the men
there was a tendency to Ioud-

ness-for-lts-own-sake. but no
real weakness.
2%rmre et Azor, a Beecham

favourite, most affecting of all

Beauty and the Beast operas, is

another apt perspective on
Mozart (who is said to have

treasured his Gr&try vocal
score, and remembered Ali, the
opera’s servant-figure, when
creating Papageno). It is also a
beam of light on penetration of
Gluckian ideals into French
opera of all types in the latter

part of the 18th century, pro-

moting and sustaining as it

does a line of simplicity - mel-

odies catchy and characterful

at first hearing, scoring light

yet full of concealed subtleties
- whose underlying strengths

a Drottningholm production is

admirably placed to flatter.

John Cox, at his best work-
ing in small theatres on inti-

mate. elegantly fashioned sub-

jects, was an admirable Gr6try
producer, Louis Langrge a sen-

sitive, careful Grttry conduc-

tor. The cast, while short on
outstanding voices, was bal-

anced, musical, uniformly
attractive. The opera was given
in the Swedish translation first

used in the era of Gustaf m
himself, and - as with the
Martin - vaut le voyage.

Drottningbohn Festival season
sponsored by Swedish Shell

Theatre/Alannah Hopkin

The Hamlet
Project

detail about colour in his book. Colour
and Interior Decoration, because we
have been so conditioned by archi-

tects of the modem movement to
think that everything should be white
or grey. The joy of the Savoy is that it

does bring back colour to interior

design in a provocative, sensual and
slightly shocking way. It is right for a
theatre and right for that mood of

excitement before the curtain rises.

What the Art Deco moment did

achieve, particularly in its more tri-

umphant manifaifaitinns in New York,

was a sense of stylistic riimag
,
a flash

of joy that is rare indeed in architec-

ture and perhaps belongs most of all

in the theatre.

Fiona Shaw has taken a group
of young actors from the
Abbey Theatre and maria them
into a fine company of Shake-
spearesns. The Hamlet Project
grew from her workshop ses-

sions at the Abbey last sum-
mer Into a full-scale production
of the play which opened at the
Galway Arts Festival and will

tour Ireland for the next
month.

It is an exciting Hamlet,
demanding of both actors and
audience. It runs for two and a
half hours without interval in

one comer of a vast, leaky
munitions warehouse. Simi-
larly large, uncomfortable and
unorthodox venues have been
carefully selected for the tour.

Use of props is minimal
, cos-

tume is present day casual,
and there is no set as such.
Hie 10 actors rely on voice,

movement and energy - and
Fiona Shaw’s often inspired

direction - to put new life into

the familiar words.
The opening ghost scene is

lit only by candles in jam jars

and, alter a long mood-setting
silence, is played in terrified

whispers. Entrances and exits

are made through the audi-
ence, usually at running pace.

As the play progresses the
empty spaces of the other
three-quarters of the ware-
house are brought into use:

Hamlet’s “To be or not to be"

soliloquy Is sprung suddenly
upon the backs of the audi-

ence; Ophelia’s final scene is

delivered from the top of a dis-

tant railway carriage-sized
shipping container.

The very absence of normal
theatrical trappings becomes a
virtue, leading to ever more
ingenious improvisations. For
example, the midnight chimps

which herald the second
appearance of the ghost are
banged out on a cast iron pil-

lar; a circle of rope spread on
the floor becomes the players’

stage. There is an authentic
Elizabethan feel to such low-
terii makeshift measures Ham-

let’s apparent madness is sig-

nalled simply but strongly by
his appearance in court naked,
his body bruised and
scratched: he wraps his arms
in black plastic sticky tape
while delivering his lines.

Instead of drilling Irish
voices into standard Shake-
spearean English, the policy
seems to be to let each actor

work with the accent that he
or she is most at home with. It

took some time to tune the
ears to unexpected Irish
cadences, but once in tune the

diversity seemed to enhance
and refreshen the verse.

Jane Brennan, an unusually
youthful Gertrude improves as

the evening goes on, finally

achieving remarkable depth of

feeling. Ophelia, a small, child-

like woman played by Anna
Livia Ryan, raised the hair on
the back of the head with ber
loud songs of madness, and
went on to Tnavimum pathos in

the “herb strewing scene" clad
in white bra and pants with a
bucket or water as her only
prop. John Lynch as Hamlet
looks the right age - 30 - and
grew in moral stature so effec-

tively that Horatio's words at
his death - “now cracks a
noble heart" made perfect

sense. Sean McGinley's Clau-

dius - who. like the whole
cast, looked as if he had been
sleeping rough for the last few
months - is a guilt-ridden ner-

vous wreck from the very
start. Something rotten in the
state of Denmark indeed.

But this Hamlet is so much a
company achievement that it

seems wrong to single out indi-

vidual performances. This is

no star vehicle but is the result

of 10 dedicated actors working
together to bring a reputedly

difficult play alive for audi-

ences who will include many
coming across Shakespeare for

the first time. This is an
aggressive, hyperactive pro-

duction which provides an
unforgettable experience of
theatre in the raw.

Choral Proms at

the Albert Hall
This year's Promenade season
has the look of a holding opera-

tion in anticipation of the
100th season in 1994. Budget
constraints and a shortage of
visiting orchestras from over-

seas (no doubt for the same
reason) have left the director,

John Drummond, tailing on
every ounce of his ingenuity.

Early music must have
seemed an irresistible answer
to his problems. The perform-

ing groups are small, presum-
ably cost-effective; the audi-

ence response is likely to be
good. I was surprised last year
to find one early music pro-

gramme, not especially popu-
Iarist and taking place on a
Monday evening which is

always difficult to sell, attract-

ing a full house with queues
for returns straggling around
the Royal Albert HalL
So, for the BBC Proms 93

there is a proud parade of lead-

ing international early music
groups. The Cologne Chamber
Choir, formed in 1970, has been
raising its profile through
recordings of late. On Wednes-
day last week it came to Lon-
don for a performance of
Bach's B Minor Mass under its

conductor and founder, Peter

Neumann. Heard live, the
choir did not disappoint: a
youthful, well-balanced sound,
clear and nimble, when asked
to show its paces.

Even in the grandest Bach
choral works, pace is essential

these days. Neumann is an
interpreter in the “authentic”
style. For all its accomplish-

ments, the performance was
not very individual and is best

described in terms of what it

was not - not as soul-search-

ing as Parrott, not as outgoing
and public as Gardiner. The
lightly-dancing Bach of Gustav
Leonhardt is probably Neu-
mann's nearest equivalent.

In the last resort the Albert
Hall seemed too grand for a
performance on this scale

(swallowing up the delicate

wind solos in the opening
“Eyrie", for example, so that

the strings* wisps of counter-

melody strangely took the
spotlight). The Collegium Car-

tusianum was the orchestra.
The five able soloists were
Christine Schafer, Ursula Eit-

tinger, Annette Maikert, Chris-

toph Pregardien and Gotthold
Schwarz.

Richard Fainnan

INTERNATIONAL

GUID

BERLIN

THEATRE
West Side Story opens tomorrow

at Metropoi Theater for a 13-day

run, followed by Evita from Aug

10 to 15 (2036 4117). The new
Marlene Dietrich musical, starring

Jutta Hato'cht, runs daily except

Mon at Theater am KurfOrstendamm

(300 6000). Neil Simon's play

Runaway can be seen dally at

Komodle (882 7893). Open-air

performances of Shakespeare s

A Midsummer Night's Dream begin

tomorrow at FreilichtbOhne an der

ZftadeUe (331 6920)

CONCERTS .

Placido Domingo gives an open-air

concert tonight at WaldbOhne (301

5055). Bertel Chamber Orchestra

plays a popular progranvne onFh

and Satin the inner court of Schioss

Chariottenburg (tickets available

on site). There are daily jazz a™,
rock events at Berschate 1,

111 (832 7097, 882 5305, 272 7370)

• Tickets and information tor

theatre, revues, concerts ana

nightclub shows available from City

Colter Theater und Koruiertkasse.

KurfOrstendamm 16 (tel 882 6563

fax 882 6567) and Theaterkasse

im Europa-Center (tel 261 7051 fax

261 9286)

BONN
Bonn's summer concert series

includes a programme on Wed at

toe MOnstertoasiUka featuring a

long-forgotten harslchord concerto

by 18th century German composer

Christian Gottlob Neefe, to be

followed on Aug 6 and 7 by concert

performances of his comic opera

Die Einsprfiche. Klassische

Philharmonic Telekom Bonn gives

orchestral concerts at Poppetsdorfer

Schioss on Sat and Bad Gosesburg

on Sun. Andrfi de Groote begins

a series of recitals devoted to

Beethoven piano so^tasaj

Beethoven-Haus on Aug 3 (655088/

632500)

m GENEVA
Hfitel de Ville Tonight Stephans

Grappefi 85th birthday concert. Wed:

Thierry Fischer conducts Geneva

Chamber Orchestra in works by

Haydn, Mozart Ravel and Debussy,

with violin soloist Julie LafonUdne.

Aug 9: Dee Dee Bridgewater (312

de Verdure Wed: flarnenra

concert with Los Cinque deMadnd.

Fri: Gmpo Cafe, salsa explosion

(386 3876)

HAMBURG
This week’s shows at

Kampnagel experimental theatre

f^Jvcd include Mexican-Amencan

Agitprop group Gujtorm°

Gomez-Pena and Coco Fusco

(tomorrow. Wed, Thurs), the German
premiere of Goran Stefanovski's

acclaimed Engfish-language theatre

piece about the soul of Sarajevo

(Wed to Sat), an evening entitled

Arbeit Macht Frei presented by a
theatre group from toe north Israeli

port of Akko (tonight Wed, Thurs,

Fri, Sun) and a video-play by
German director Eva-Maria Martin

(Sat and Sun). The festival runs till

Aug 7 (270 5627)

MUNICH
OPERA FESTIVAL
National Theater Tonight Bavarian

State Ballet in choreographies by
Balanchine, Christa and Kylian.

Tomorrow: Thomas Hampson sings

Schumann's Dlchtertlebe. Wed and
Fri: Tosca with Anna
Tomowa-SIntow and Neil Shicoff.

Thurs and Sun: Roberto Abbado
conducts GOnther Kramer's new
production of La traviata, with Julia

Varady and Marcello GiordanL Sat
Melstersinger with Bemd Weikl and
Lucia Popp. Next Mon: Donald

Runnides conducts Don Giovanni,

with Thomas Allen and Carol Vaness
(221316)
CuviUi£s-TTieater Tonight Felicity

Lott and Ann Murray duo recital.

Tomorrow: members of Bavarian

State Orchestra play Brahms’ String

Sextet No 1 and Mendelssohn's

Octet (221316)

NEW YORK
THEATRE
• Kiss of the Spider Woman: a
Kanderand Ebb musical based on

the novel by Manuel Puig, directed

by Harold Prince, with a star

performance from Brent Carver as

the heroic homosexual window
dresser (Broadhurst Theater, 235
West 44th St 239 6200)

• Angels in America: Tony
Kushnerts epic, freewheeling play

about gay life, Reagan-era politics

and Mormonism. Not to be missed
(Walter Kerr, 21 9 West 48th St 239
6200)
• A Perfect Ganesh: Terrence
McNally's poignant play about two
middle-aged women from
Connecticut making a pilgrimage

through India (Manhattan Theatre

Club, at City Center, 131 West 55th

St 581 1212)

• She Loves Me: revival of

award-winning 1963 musical by
Joe Masteroff, Jerry Bock and
Sheldon Hamlck, about the romantic
entanglements of a squabbling

salesclerk and her manager
(Roundabout 1530 Broadway at

45th St 869 8400)
• The Sisters Rosensweig: Wendy
Wasserstein’s play, a comedy with

serious undertones, about toe

reunion in London of three American
Jewish sisters (Ethel Barrymore,

243 West 47th St 239 6200)

MUSIC/DANCE
• New York City Opera's 50th

anniversary season opens at State

Theater on Wed with Carmen, in

a revival of last year’s staging by
Jonathan Eaton, conducted by
Guido Ajmone-Marsan, with Sharon
Graham in the title role. La boheme
follows on Thurs and Sat with Eva
Zsefler as Mimi, and Madama
Butterfly will be performed on Fri

In its original 1904 version, with

Elizabeth Hynes in the title role.

Tosca is revived on Aug 7 and

Romberg’s The Student Prince on

Aug 14. The first new production

is toe New York premiere of

Tippett's Midsummer Marriage on
Sep 9 (870 5570)
• Kurt Masur conducts New York
Philharmonic Orchestra in Brahms’
Volin Concerto (Shlomo Mlntz) and
Schumann’s Fourth Symphony on
Wed and Thurs at Carnegie Hall

(247 7800)
• Misha Dichter and Michael
Morgan join Cleveland Quartet for

tonight's Mozart and Schubert
recital in the Mostly Mozart series,

which continues daily except Sun
tBl Aug 21 at Avery Fisher Hall.

Tomorrow and Wed: Pinchas
Zukerman is conductor and violinist

In a programme featuring piano
soloist Jon KJmura Parker. Thurs:

Zukerman and friends chamber
music evening. Fri and Sat John
Nelson conducts, Alicia de Larrocha

is piano soloist (875 5030)

STUTTGART
LUDWIGSBURG FESTIVAL
Justls Frantz is conductor and piano
soloist with toe Royal Philharmonic
Orchestra on Wed, in a programme
featuring Beethoven's First Piano
Concerto and Dvorak’s Ninth
Symphony. The next event is a
Jessye Norman recital on Aug 6
(07141-949610)

VIENNA
• Trisha Brown Dance Company
gives performances tomorrow and
Wed at Volksthsaler as part of

Vienna's stsnmsr dance festival,

which runs tfll Aug 8. Other visitors

include Stephen Patronio Dance
Company and Finnish National Ballet

(935558)

• The season of open-air

performances in the palace gardens
of Schdnbrunn runs till Aug 14, with

a Vienna Kammeroper production

of Don Giovanni alternating with

Moscow Chamber Ballet's staging

of Mozart's Requiem (513 0851)
• Klangbogen: toe London
Symphony Orchestra gives concerts
at toe Konzerthaus on Wed, Thurs
and Fri as part of Vienna’s summer
concert series. Michael Tifson

Thomas conducts works by
Bernstein, Gershwin, Beethoven,
Richard Strauss, Debussy and
Stravinsky. In the concert on Fri,

Thomas Hampson sings Mahler's
Lieder eJnes fahrenden Gesellen.

Aug 5: Leonard Slatkin conducts
European Community Youth
Orchestra, with piano soloist

Emanuel Ax (4000 8410)

ZURICH
KYBURG1ADE
Last year's inaugural event was
so successful that the Kyburgiade
(Aug 12-17) seems certain to

become a fixture on toe map of
chamber music festivals. It owes
its unique atmosphere to the
open-air setting of Kyburg Castle,
and to the participation of one of
Europe's leading young string

quartets, toe Carolina Quartet They
are joined this year by the Vienna
String Sextet the Orlando aid
Cherubini Quartets and Basle
Madrigal Soloists. The programmes
range from Beethoven, Brahms and
Dvorak, to less famffiar music by
Bruckner and Fanny
Hensel-Mendelssohn (Internationales

Kammermusik-Festival auf Schioss
Kyburg, Postfach 408, CH-8400
Winterthur, Switzerland)

ARTS GUIDE
Monday: Performing arts
guide city by city.

Tuesday: Performing arts

guide city by city.

Wednesday: Festivals
Guide.
Thursday: Festivals Guide.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial
Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of
Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News: West of
Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030
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Blueprint for better

policing in the UK
I never
thought that 1

would come to

miss the Take-

over Panel,
critical
though I have
sometimes

P'ERSONA L. been of it

VIEW when we have
crossed

swords in the past However, I

rather wish the Police Federa-

tion was subject to the demand
for accuracy the panel
imposes. The federation's
response to our report has
been so long on emotion and so

short on factual content that
the shareholders (the public at

large) must be confused.

The report is the culmina-

tion of an inquiry into police

responsibilities and rewards
set up 12 months ago by the

home secretary. The commit-
tee's other members included
John Bullock, Professor Eric
Caines, Professor Colin Camp-
bell and Sir Paul Fox, each
being appointed on the basis of

their experience in managing
large organisations both inside

and outside the public sector.

We fully recognised that our
lack of professional experience

of working with the police ser-

vice made it vital that we
should learn about the police

at first hand, so we made 55

visits to 24 forces. We found

that police constables felt

badly managed and chief offi-

cers lacked the tools to manage
them.
What changes are we actu-

ally recommending to taxpay-

ers' investment in the police?

Our objectives were: to retain

the best policing based on con-

sent; to increase the number of

officers doing real policing; to

give chief officers the flexibil-

ity to manage; to enhance the
empowerment of ail ranks but
require greater local account-

ability; and to recommend a
radically different pay and
rewards system to bring these
objectives about.

The two elements or the rec-

ommended pay and rewards
system that have aroused the

most criticism are the intro-

duction of performance-related

pay and the move to fixed-term

appointments.
It has been claimed that

fixed-term appointments are

inconsistent with the concept
of the police service as a voca-

tion and that they would make

it impossible for an officer to

have a ‘jab for life". This is a

curious argument. Anyone
who really has a vocation can

still make the police service a

"job for life" and, moreover,

the service will Teward their

expertise and dedication, better

than it does at present

Fixed-term appointments
provide an opportunity for offi-

cers to review their careers, to

consider their options both
inside and outside the service

and to leave with dignity and a

fair compensation package, if

that is the best course.

In other professions, individ-

uals of the highest calibre are

not put ofT by the absence of a

guaranteed “job for life". On
the contrary, their motivation

to provide the best service pos-

sible is directly related to the

importance placed on the qual-

ity of its delivery.

The only grounds for refus-

ing to renew a fixed-term

To say team spirit

and cohesiveness
of the service will

be destroyed is an
exaggeration

appointment are specified in

our report: they are medical
unfitness, gross misconduct,
manifest incompetence or sev-

erance on structural grounds.
Not even the most partisan

police officer could disagree
with the first three. And dis-

missal on “structural
grounds", though it may sound
like a sinister catch-all provi-

sion for the aged and the

unwanted, in fact has a highly
specific meaning: it will occur
only when there is either noth-

ing for an officer to do, or
when there is nothing which
he or she is capable of doing.

In reality, it is likely that

very few police officers will

have their career prospects
abruptly terminated by the
non-renewal of a fixed-term
appointment.
Performance-related pay is

an equally contentious area
and has been labelled as just
about everything from divisive

to impractical. The chorus of

disapproval has tended to

obscure the inquiry's recom-
mendation that performance
itself should only be one ele-

ment in the matrix. Between

them there are 12 points to be

allocated in order to determine

an officer's position on the

basic pay scale. Only three

points relate to performance,

amounting to no more than

10-15 per cent of the basic pay

an officer could receive.

The service has already

acknowledged that it could

work with the other elements

of the matrix - role scope; cir-

cumstances and experience

and skills. Is it the case that

the service Is saying that it

cannot cope with a system that

incorporates this modest, but

important, element to recog-

nise individual performance?
Officers in management posi-

tions already make compli-
cated judgments about the rel-

ative skills of people under
their command, and all officers

are posted, and progress
through the service, on the

basis of just such judgments.

The inquiry seeks to formal-

ise this process, reward an offi-

cer's performance through pay
and, via the appraisal system,

ensure that officers are treated

fairly and can comment on
judgments that are made.
To say this process, and the

payments to be made, will

destroy team spirit and cohe-

siveness of the service must be
an exaggeration. At present,

officers stand side by side in

public order incidents but' their

pay differs because of their

length of service, regardless of

unsatisfactory, satisfactory or
outstanding performance.

The inquiry has never
claimed that acceptance of its

recommendations would lead
to a reduction in crime but it

has certainly suggested that a
better led. better managed and
more accountable police ser-

vice could win greater public

confidence. This, in turn,
should lead to better co-opera-

tion from the public, which is

the essential element in the
fight against crime and which,
sadly, is an ingredient which
has been diminishing year by
year.

Sir Patrick
Sheehy

The author - who is head, of
BAT Industries - is chairman

of the government-appointed
Committee on Police Roles and
Responsibilities.
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t was a scene reminiscent

of tbe days of military dic-

tatorship in the 1950s: riot

police last week amassed
outside Hyundai Motor, ready

to suppress a strike declared

illegal by the South Korean
government At another Hyun-
dai plant 1.000 police disman-

tled barricades erected by

workers staging a sit-in in an
unsuccessful attempt to arrest

five trade union leaders.

This police action, however,

was ordered not by the mili-

tary but by a new civilian gov-

ernment which had promised

labour reforms, including

improvements in workers'
rights and non-interference by

the state in wage negotiations,

when it took power five

months ago.

Although the crackdown
might suggest South Korea is

entering another period of acri-

monious labour relations, the

52 days of strife at Hyundai,

the country’s largest industrial

conglomerate, stand out
against a background of gener-

ally improving labour rela-

tions.

The government's strong-

arm tactics paid quick divi-

dends. Hours after it ordered

the Hyundai Motor workers to

suspend their action, labour

and management reached a
compromise settlement that

was narrowly approved by the

workforce of 29,500 on Friday.

The eight other Hyundai com-
panies on strike are expected

to resume work soon.

Even with tbe Hyundai dis-

pute, South Korea’s strike

record has improved sharply

this year. Strikes have fallen

by almost 50 per cent to about
100 so far this year.

More than 60 per cent of
wage negotiations among the

country’s 5500 biggest compa-
nies have already been con-
cluded - foster than in 1992.

And pay increases among big

companies are lower, with an
average rise of 4.77 per cent

against 652 per cent in 1992.

This is the result of an unprec-
edented wage agreement
reached in April between the
Korean Employers' Federation

and the Federation of Korean
Trade Unions, which estab-

lished guidelines for pay rises

of between 47 per cent and 85
per cent General wage levels,

reflecting sharper increases
among small companies, are
expected to grow U per cent

this year against 15-2 per cent
in 1992 and an average 16.4 per
cent a year since 1987.

The double-digit wage
growth of recent years means
South Korea now has the high-

est wages on the Asian main-
land. and is losing market
share to low-cost producers in

Sluggish growth is speeding the pace of change in

South Korean labour relations, says John Burton

A different way to

tame the tiger
SSwrti* Korea: more, settled: on.

Sweden is now well prepared (o meet (he

Stern challenges of the 90 s and to retain its

traditional position as one of Kurope's most
receptive and lucrative markets.

But marketing planning there by exporters

of goods and services should not be delayed.

Commercial interests in the T.K. can

speak most effectively and economically

to the senior executive sector of Swedish
industry by advertising in Svenska
Daghladet. the quality national daily

newspaper, which reaches more business

decision-makers than any other publication.

Ask our I K representative to show how the

Pan-European Readership Survey Number
5 proves that Svenska Daghladet must be

first choice in your media plan for covering

the quality audience in Sweden.
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China «nH south-east Asia. In

addition, some Korean compa-
nies are moving production

facilities to other Asian coun-
tries to take advantage of
cheaper labour costs. While
manufacturing wages have
more than doubled since 1987,

productivity has lagged
behind, rising 60 per cent
The improvement in labour

relations thus bodes well for a
government struggling to
restore competitiveness and
revive a sluggish economy.
South Korea recorded its slow-

est growth in 12 years in 1982
at 4.7 per cent. Estimated
growth of 5.7 per cent this

year, although impressive by
western standards, is among
the lowest in Asia.

Unemployment, although
modest at 2.8 per cent, is creep-

ing up, raising concerns about
job security.

“Korean workers realise they
can no longer ask for the sky
in terms of wages because it

undermines their job pros-

pects," explained Mr Stephen
Marvin, head of research at
Jardine Fleming, the stockbro-

kers, in SeouL “A record num-
ber of bankruptcies last year

have added to their worries."

A foil in the inflation rate to

5 per cent against the
double-digit rates of recent
years is also persuading work-
ers to accept lower pay
increases.

The dispute at Hyundai, the

nation's leading industrial

exporter, had spoilt this other-

wise bright picture. But the

strikes that affected almost a

The Hyundai strife

stands out against
a background of
improving labour

relations

third of Hyundai's 34 subsid-

iaries. including its main auto
and shipbuilding units, have
taken a heavy tolL The Bank of

Korea estimates that the dis-

pute has cut the GNP growth
rate by 0-17 percentage points

and export growth by 052 per
cent. This, according to the
central bank, is the main rea-

son why the GNP growth rate

this year will foil short of the
government’s 6 per cent target

The dispute cost $233m in
lost exports, exceeding the
$260m in total exports lost to

stoppages in 1992, according to

the government
Hyundai has suffered sales

losses of Won595.5bn. about 10

per cent of its projected turn-

over for 1993. Lost production
resulting from the strike
reached Wonl,234bn, including

Won475bn in lost business
among its subcontractors.

Yet some observers believe

the government in raising the

prospect of labour reforms, is

itself partly to blame for the

industrial actum at Hyundai
“The government raised work-
ers’ expections too high when
it proposed several labour
reforms this spring. These
reforms became part of the
Hyundai workers' demands to

management” explained Mr
Lee Hahn-koo, president of the
Daewoo Research institute..

Mr Rhee In-je, the new
labour minister and a former
dissident lawyer, had
suggested that workers receive

partial pay during strikes, and
be given a greater say in man-
agement and hiring policy. The
government backed away from

the labour reform proposals

when it appeared they were

becoming a contentious issue

atHyundai and other compa-

nies. V

The Hyundai workers, how-

ever, did not strike for these

reforms alone. They also

sought average wage increases

of 16 per cent, against the com-

pany offer of 4.7 per cent, a

shorter working week of 40

hours and benefits such as

housing subsidies. Under the

final agreement, the workers

accepted the company’s pay

offer in exchange for increased

fringe benefits, while dropping

demands for union involve-

ment in decision-making.

Although the government's

decision to rely on a show of

force to curtail the Hyundai

strike was embarrassing for

President Khn Youngeam, he

accused the Hyundai workers

of making “selfish" demands,

which threatened to derail his

economic recovery programme.

“With its intervention at

Hyundai, the government has

shown that it places a higher

priority on economic recovery

than labour reform," said Mr
Lee Keunmo, head of research

at Barings Securities in SeouL

“But this does not mean that

labour reform is dead,
aithnngh the pace of its imple-

mentation has been slowed,"

he added.
“The greater involvement of

labour in management deci-

sions. for example, will come
naturally, since the govern-

ment wants to reduce family

ownership of the chaebol [Kor-

ean conglomerates] by promo-

ting share ownership among
the workforce. This should
reduce strikes in tbe future as

workers identify their interests

with the company."
And there are signs Mr Trim

will try to make amends with

the unions by making Hyundai
an early target for reform,

reducing the management pow-
ers of Hyundai's owners, the

Chung family. Mr Kim has
been engaged in a political

food with Mr Chung Ju-yimg.
the Hyundai founder, since the

two were rivals in last year's

presidential election.
'

“The biggest ramification of

the strike may be on the future

management of Hyundai The
government is righteously
angry at Hyundai for letting

the labour situation get out of

control and It blames its own-

ers for the labour problems
there," says Mr Marvin. “We
could see the government com-
pelling Hyundai to allow a

greater management role for

labour.” What looked lilrp a
defeat for labour last week at

Hyundai may yet turn out to

be a victory.
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LETTERS TO THE EDITOR
Number One Southwark Bridge, London SE1 9HL

Fax 071 873 5938. Letters transmitted should be clearly typed and not hand written. Please set fox for finest resolution

Ammunition against red tape
From MrBryan Cassidy.

Sir, You expressed dissatis-

faction at the limited results

from the Government’s Review
of the Implementation and
Enforcement of EC Law in the

UK (“Red tape", July 21).

At first reading, the scrutiny

report appears to be a bit of a
white-wash. But on closer read-

ing the document is pretty

damning of the way in which
tbe UK approaches both nego-

tiation ami implementation of
EC law. in particular, the
report concludes that UK
implementation of legislation

does tend to go beyond the
requirements of EC directives;

that this amounts to a more
burdensome regime for UK
business which is potentially

damaging to the UK's competi-
tive position.

Also identified is a weakness
in the UK approach whereby
negotiation and implementa-
tion are seen as separate pro-

cesses. In consequence, imple-
mentation difficulties are not
anticipated sufficiently to
influence the negotiating pro-

cess.

Particularly damning is the
report's case study into the

Home Office's proposals for

new fire safely regulations.
These were wrongly claimed to

be consequent upon a non-exis-

tent EC fire safety directive

and would have imposed major
new burdens on British busi-

ness. The report recommends
that “the Home Office Fire
Department should reconsider
its current plans to bring for-

ward revised regulations”.

There is plenty of ammuni-
tion in the report for those who
wish to continue fixe campaign
against unnecessary regulation
in the UK
Bryan Cassidy,

European Parliament,

Constituency BQ. The Stables,

White Cliff Gardens,
Bkmdford, Dorset DTI1 7BU

Alleviating

a struggle
From Mr L S Davies

Sir. Yet again, you carry an
article - by Vaclav Klaus -
criticising the effectiveness of
western support for the devel-

opment of central and eastern
Europe (Personal View, July
19).

As a manager working with
projects for that part of the
worid. I am aware of the con-
flicts with which any develop-

ment agency has to strugge. It

seems to me the time-scale for

conversion to market econo-

mies is too long for most west-

ern financial institutions,
inrfuding1 the European Bank
for Reconstruction and Devel-

opment There is Little possibil-

ity of establishing "regional

planning studies" Klaus refers

to without some basic eco-

nomic stimulus upon which to

base mid-term projections.

As I previously suggested

(Letters, May 27), industry
needs support for the “excep-

tional" costs it has to incur as
price of entry to the area -

not merely loan programmes,

but full-blown subsidy. The
UK’s Know-How-Fund makes a
valiant effort with limited

resources - the EC’s PHARE
assistance programme has yet
to break through into indus-

trial development Until signifi-

cant amounts of the ^political"

aid programmes are diverted to

these requirements, our neigh-

bours In the east will struggle

to achieve adequate levels oF
inward investment
L S Davies,

2 Pinfold Road,
Solihull,

West Midlands B91 3PB

South Africa’s missing structure
From Mr Chris Jones.

Sir, Patti Waldmeir's conten-
tion that “western-style democ-
racy will find it hard to

resolve" South Africa’s con-
flicts (July 22) needs qualify-

ing. Western democracy began
with local government, from
which democratic national gov-
ernment evolved. Local con-
flicts described by Ms Wald-
meir need the appropriate local

structures for accountability
and conflict resolution.

What South Africa must
avoid Is the “African-style

democracy" that plunged
Angola back into civil wan an
imposed national poll, within a
virtually nonexistent constitu-
tional framework, with an
overwhelming popular percep-
tion of winner-take-all. The
South African negotiators’ set-

ting of a national poll date,
preceding any clear decision
on what South Africans will
actually be voting for, can only
set alarm bells ringing.
Chris Jones.

20 Antomne Gate,
Si Albans. Herts AL3 4JB

Bosnia view
not logical
from DrBryn Jones.

Sir, Mate Boban (Personal
View, July 22) justifies the eth-
nic partition of Bosnia by com-
paring it to the confederation
of the 13 colonies into the
United States. The Inadequacy
of this analogy exposes the
poverty of the partitioners'
case. No outside powers sought
to impose a constitution, and
the US was established on the
basis of the separation of reli-

gious identity from govern-
mental powers.

If Owen-Stoltenberg, UK for-

eign secretary Douglas Hurd
and President Bill Clinton go
along with the Boban logic
they will be tearing up a 200-
year-old tradition of civic
rights and returning Europe to
those wars of religion by which
semi-feudal regimes enforced
religious homogeneity. Some
Bosnians may have voted on
“ethnic" lines. None was given
the chance to choose demo-
cratic and negotiated reforms
rather than military partition.
If the United Nations could
organise democratic choice in
Cambodia, why not - even
now - in Bosnia?
Bryn Jones,

7 Oawding Road,
Bath BAT 6QJ

0

Stxaight(er) view of the environment needed
JonathanFrom Mr

Sindazr-WUson.
Sir, While I welcome the

emphasis you put on people’s

well-being in your editorial,

“Clarifying the green agenda”
(July 21), there are many
things in it to quarrel with. Let
me take just two points.

I am not sure that it makes
sense to speak of a “purest”

form of the concept of sustain-

ability, It Is a complicated idea,

made more so by being used to

sharpen quite different politi-

cal axes. But perhaps the sim-

plest analogy is with the agri-

cultural idea of husbandry, of
managing one's resources and
risks to ensure a continuing
livelihood through thin as well

as thick. Central to it is the

need to balance short-term and
better-known consequences
against long-term, less certain

ones, the argument being that

the scale of some of the longer-

term dangers more than out-

weighs the uncertainty of their

occurrence. (A secular version

of Pascal’s Wagner, which

works.) The policies it advo-
cates involve tradeoffs which
depend on the state of know-
ledge at the time, and as that
evolves so do the policies have
to change. Nothing new in
that, but it expressly (foes not
consist, as your leader would
have it, of a simple dictum
such as "conservation for its

own sake" (though there are
cases where that may be right,

too). Ring-fencing the prettier
parts of nature can be a direct
way of undermining liveli-

hoods and with them the
well-being which should be
sustained,

2 was also breath-taken by
the complacency with which
you view the damage to the
ozone layer, as though with a
Protocol and a bit, we can all

rest easy on the beach. There
is a clear correlation between
UV exposure and skin cancer
and I would have thought that
ozone th inning presented one
of the clearest examples of the
risks to health which you
started out by saying were the

best reason for acting in envi-
ronmental questions. OK, some
action has been taken, but if

CFC production were to stop
today (and it won’t), the ozone
foyer will still get thinner
before it gets thicker, perhaps
much thinner. And, quite apart
from the suffering and the
medical bills, there is the
imponderable threat the radia-
tion poses to the bottom of the
food chain in the southern
ocean. There might also, one
would have thought, be some
salutary lessons to be drawn
from the fact that such an
apparently inert and benign
gas could, in the course of half
acentury, wreak such damage.
Those long-term consequences
again.

1 don't dispute that sound
environmental policy requires
priorities, but perhaps the first

.
t° get the subject

straight(er).

Jonathan Smclair-Wilson,
terthscan Publications.
1^0 PentonuiUe Road,
tendon Nl 9JN
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Growing pains
at Microsoft

It ( THE NEWS that the US Justice
Department is considering anti-
trust action against Microsoft
raises intriguing issues of public
policy. On the one hand

, Micro-
soft's dominance of the rwmpit?r
software industry is on a cal-
culated to arouse the old US trust-
busting instinct On the other, the
Clinton administration is pledged
to create high-tech employment.
Does It really want to take a sled-
ge-hammer to the TMtwwffl} cham-
pion in a vital technology of the
ftrture?

The latter point deserves careful
consideration. If US manufactur-
ers have maintained their grip on
the world market for personal

^ [

computers, that is partly because
Microsoft created an industry
standard for the software which
drives them. It may now seem
easy to dismiss Japan’s software
industry as handicapped by the
Japanese language and written
characters. But these have formed
no barrier in other field* of tech-
nology. It is thought-provoking to
consider how the world computer
industry might have evolved over
the past decade if Microsoft had
never existed.

The trust-busting argument is

no less persuasive. There seems
no question that Microsoft is, to
put it mildly, a highly aggressive
company. The list of its alleged
abuses of power is a long one.
from striking exclusive deals with

A .
its customers to misleading the

W [ public about rival products. How
far all that is true - and if true,

illegal - has yet to be established.

But it is worth remarking that
complaints about the company's
behaviour have been raised in
other Jurisdictions, including the
UK And in principle, it remains
the case that suppression of com-
petition harms the consumer and
risks stunting the development of
the industry.

National interest

But the administration might
perhaps consider the national
interest on wider grounds. Even
supposing the US consumer and
Microsoft’s smaller US competi-
tors are being hurt, perhaps that

might be a price worth paying if

the US computer industry as a
whole is thereby strengthened
against world competition.

In this context, it is worth con-

sidering the recent history of IBM,
itself the subject of close anti-trust

scrutiny in the late 1960s and
early 1970s. In the event, IBM was
left intact; but given its own
recent efforts to loosen its mono-
lithic structure. breaking it up
earlier might have been no bad
thing. As it is, IBM’s relative
decline in recent years has not
opened the door to foreign compe-
tition. On the contrary, it has let
in a younger generation of US
companies, from Compaq and
Intel to Microsoft itself

Dominant companies
Nor does history suggest that

the breaking up of dominant com-
panies has in in fact harmed the
economy in question. The
break-up of Standard Oil produced
a formidable array of US oil com-
panies, from Exxon and Texaco to
Mobil and Chevron. When the
giant German chgmirai combine
IG Farben was dissolved by the
allies at the end of the second
world war, the effect was to liber-
ate the German industry under
the separate banners of Hoechst,
Bayer and BASF. When the US
anti-trust authorities broke up
AT&T, it went on to be perhaps
the most formidable telecommuni-
cations company in the world.

It has been suggested before
now that Microsoft should be bro-

ken up into two parts, one produc-
ing the basic operating software
which represents the industry
standard, the other producing the
next stage of applications software
in competition with the rest of the
industry. At present, the Federal
Trade Commission seems to have
backed away from anything so
radical: but if the case were to be
taken up by the Justice Depart-
ment, radical solutions could be
back on the agenda.

Failing that, it would help if

Microsoft were to take a more
mature view of its responsibilities.

IBM has come to accept its role in
the worldwide computer hardware
industry, and is careful not to be
seen stamping on emerging com-
petitors. In just the same way, the
big Japanese electronic companies
have come to accept that the old
killer approach to international
competition makes diminishing

sense in a world dominated by
political sensitivities. As a young
company with a phenomenal
record, Microsoft might perhaps
dismiss all that as wimpish. If so,

it is the job of the Clinton admin-
istration to persuade it otherwise.

Complacency and
, I esoteric money

THE GROWTH in the volume of

trade in derivative financial

instruments such as swaps, for-

wards, futures and options, has
been an impressive but slightly

disconcerting feature of modem
capital markets. There is good rea-

son to welcome the resulting

opportunity for unproved risk
managpmpnt at individual banks,

together with the wider economic
benefits that arise from increased
financial efficiency. But innova-
tion can pose threats for the sys-

$ I
tern; and in today's global market,

such risks are infectious. In down-
playing the systemic challenge in

a report published last week,

members of the Washington-based
Group of Thirty (G30) think tank

err on the side of complacency.
The report is right in attributing

to management the prime respon-

sibility for controlling risk. Its

recommendations on how the job

should be tackled are, in the main,

constructive. The controversy
arises freon a statement that the
amount of capital needed to sup-

port Healing in derivatives is “a

matter of judgment for individual

institutions, depending on their

appetite for risk and their ability

to measure and manage it”. This

is followed by an assertion that

there is no need for any change in

the present regulatory arrange-

^ 1 meats because the nature of thev
risk in derivatives is no different

In kind or scale from those

already present in other markets.

Twitching eyebrows
That should make the eyebrows

of any self-respecting central

banker twitch uncontrollably. Of
course, it is true that the danger

tn new financial instruments lies

in such old-fashioned threats as

credit risk and market risk. But

there is one basic practical, as

opposed to theoretical, difference

in the present market place. Most

of the people now in charge of the

institutions that deal in deriva-

tives learned their trade before

computerisation introduced an
unprecedented degree of complex-

ity into financial products. They
were also brought up in a period

when the culture of banking
smacked more of the co-operative

ithos that prevails in utilities

han the current ethos of aggres-

sive profit maximisation.
The implication is that opera-

ional risk, resulting from inade-

quate systems, human error or

management failure, is unusually
acute in derivatives. So, too. in

view of the novelty and interna-

tional nature of the business, is

the legal risk that contracts may
prove unenforceable. And given
that a majority of the trade is

through privately negotiated con-

tracts in over-the-counter markets,

there is also less discipline from
disclosure than in business con-

ducted on organised exchanges.
After the Third World lending

debacle and the subsequent disas-

ter in property lending, it would
clearly be foolish to take anything

on trust from the banks.

Financial innovations
The authors of the G30 report

would be entitled to respond that

despite the plethora of financial

innovations over the past decade

or so, no hank of significance has

foundered as a result of the mis-

management of these risks. But
that is hardly surprising: as the

report itself points out, the size of

derivatives business is modest in

relation to trading in bonds, equi-

ties or foreign exchange. The
headhne figures may sound fright-

ening - §3.9 trillion swaps out-

standing at the end of 1991 - but

the real measure of risk is a much
smaller and less readily available

figure, namely the cost of replac-

ing the cash flows over the rest of

the derivative instruments’ lives

at prevailing interest and
exchange rates.

Even so. there have been expen-

sive, if underpiiblirised, cases of

mis-priemg of derivatives at large

international banks. And the

Bank of Credit and Commerce
International (BCCD would have

gone out of business in 1986, after

losing nearly $300m on options

trading, had not the ruler of Abu
Dhabi come to the rescue- Much
politically inspired criticism of

derivatives, notably after the

Crash of 1987 and the later Tokyo

market crash at the start of this

decade, has been ill-founded. But

the reservations expressed by suc-

cessive heads of the New York

Federal Reserve and by officials at

the Bank for International Settle-

ments are plain common sense.

Ensuring a tough capital regime

for derivatives should remain a

high priority of the central bank-

ing fraternity for the foreseeable

fixture.

I
f the stock market is a guide,
Unilever is in trouble. Back
at the start of April, the US
tobacco company Philip Mor-
ris slashed the price of Marl-

boro cigarettes. Unilever's shares
fell sharply. Two weeks ago they
fell again, when tbe detergent
maker Procter & Gamble said it was
closing a fifth of its factories. For
the stock market, the two
announcements meant one thing:
consumer brands are losing value
in the penny-pinching 1990s. Uni-
lever, a giant in the world of food,
detergents and toiletries, is the
brand manufacturer par excellence.
Thus, since the Marlboro news
broke, its own value has fallen by a
fifth.

Round at Unilever's monumen-
tally imposing London headquar-
ters, these arguments are stoutly
rejected. Take the two events in
context, the company says. The
Marlboro affair is irrelevant: the
price of the brand stood a phenome-
nal 70 per cent above the own-label
competition. None of Unilever’s
brands carries remotely that kind of
premium.
As for Procter & Gamble, which is

a direct competitor, Unilever admits
a touch of surprise at the scale of
the closures. But the process itself,

Unilever insists, is not surprising in
the least Tbe industry has been
restructuring since the late 1980s,
and will do so for the foreseeable
future. Unilever itself has spent
almost EfiOOm on closing and relo-

cating production over the past five
years. If anything, Procter & Gam-
ble is catching up with the pack.
And, above all, says Unilever,

look at the factors which underlie
the two events: recession, increas-
ing competition, the concentration
of the retail trade and the rise of
own-label goods. None of these is

new. The basic value of brands
remains unchanged

So far, Unilever is ahead on
points. But the stock market could
still be right for the wrong reasons.
The fundamental issue is one of
profit margins; and leaving aside
brands versus own-label, margins
could still be under threat
Tbe crucial importance of mar-

gins to Unilever is illustrated by
one simple fact. Over the past
decade, its sales measured in dol-

lars have doubled. So has the
world's nominal GDP. In other
words, as a supplier of basic goods
for eating and washing, Unilever
grows in line with the world in
which it operates. If it wants to beat
the average in profit terms, it must
raise its real prices or cut its costs.

In recent years, it has done the
latter. Since the late 1980s. the com-
pany says, it has been able to raise

its prices by only between two
thirds and three quarters of the
inflation rate across the countries

Unilever must cut costs or increase prices if profit
margins are to stay ahead of the pack, says Tony Jackson

Days of making
hay are over

Unilever; the going gets harder

* '
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In which it sells. But thanIts to that

£600m spent on reorganisation -

plus a steadily rising bill for

research and development, much of

it directed at cheaper manufactur-
ing processes - costs have fallen

faster than real prices. As a result,

though sales have only doubled, net
profits have tripled; and as tbe com-
pany proudly observes, its net mar-
gins now are the same as its operat-

ing margins were a decade ago.

But this is to make it sound too
easy. What Unilever has in fact

managed to do since the mid-1980s
is hold on to most of the benefits of
its improved productivity, rather
than passing them on to the con-

sumer. In the same period, Procter

& Gamble has done the same: its

84 95 86 87

operating margins rose from 93 per
cent in 1985 to a peak of 133 per
cent in 1991.

Comparison with other industries

suggests life is not always so sim-
ple. In consumer electronics, the
increases in productivity put Uni-

lever and Procter & Gamble to
shamp. As the electronics manufac-
turers are fond of remarking, if

their achievements in the past 20

years were matched by the car
industry, a Rolls-Royce would now
cost as much as a bicycle. But fast

though costs have fallen, prices

have fallen faster. The world's mak-
ers of TV sets, for instance, have
collectively lo6t money for years.

If Unilever made hay in the late

1980s, it was not always so. As the

chart shows, until 1985 its margins
moved closely in line with the
world economic cycle. Year by year,

if world growth accelerated, Uni-
lever’s margins rose. If growth
slowed, margins fell. Intuitively,

this is not hard to account for. Uni-
lever is continuously sparring with
its rivals in hundreds of product
markets across the world. In a year
when the consumer is feeling afflu-

ent and volume is rising, a price

rise is likely to be followed by tbe

competition. In a bad year it will be
challenged and undermined.
In the latter half of the 1980s that

relationship seemed to break down.
Whether the world economy slowed
or accelerated, Unilever's margins -

and its share price - kept rising to

new heights. The company today is

in no doubt about the reason. It is

all down to tbe skill and persistence

of management
The actions taken come under

two headings. First Unilever's tra-

dition used to be one of vertical

integration: “from the palm tree to

tbe soap-kettle", as the founder Wil-

liam Lever put it The result was an
immense sprawl of businesses. “It is

easy to forget" Unilever’s chairman
Michael Perry told analysts last

month, “how diverse our activities

were only 10 years ago. We were in

transport, distribution, market
research, advertising, fishing, print-

ing, plastics and packaging - you
name it. Unilever had tried it."

In tbe early 1980s, most of those

businesses - accounting for nearly
a quarter of group sales - were sold

off. This was not only an exercise in.

the now fashionable doctrine of

business focus. It also had the
mechanical effect of improving
group margins, since most of the
businesses sold were low-margin by
nature.

Beyond that, Unilever argues that

it achieved a once-and-for-all mar-
gin improvement in the businesses
it retained. This came from the

physical relocation of production,
the development of cheaper produc-

tion methods and the more efficient

deployment of a massive advertis-

ing and marketing budget This pro-

cess, the company insists, has fur-

ther to run. In particular, the huge
rationalisation of production under-
taken at the start of the 1990s in

preparation for the European single

market has yet to work fully

through to profits.

Against all that old hands in the

stock market have a familiar and
maddening answer odCt1 a Cyclical.
always a cyclical It is in the nature
of business managers to be opti-

mists, and to believe when times
are good that the cycle has been
abolished. In the late 1980s the man-
agers of Imperial Chemical Indus-

tries - like Unilever, enjoying the

fattest margins they had ever seen
- were honestly convinced that
they had protected themselves
against the next economic down-
turn. Last year, they made a net
loss of almost £lbn.

Nothing so grievous will happen
to Unilever. But as the company
freely concedes, the improvements
in productivity and efficiency on
which it prides itself have been
largely matched by its competitors.
It is therefore hard to escape the

conclusion that its profitability

remains in the hands of its custom-
ers. The company appeals to history

to demonstrate that the death of

brands has been exaggerated. His-

tory equally suggests that in the

cost-conscious 1990s, the margins of

the free-wheeling 1980s cannot be
sustained.

Samuel Brittan

A degenerative research programme
According to
Professor Mark
Blaug of the London
School of Econom-
ics, mnnptorigm ha*

become a "degenera-
tive research pro-
gramme". What
exactly does that
mean? It all goes

back to that great philosopher. Sir

Karl Popper, who has consistently

maintained that the test of a genu-
inely scientific theory is that it has
withstood repeated attempts to fal-

sify its implications. IDs pupil Imre
Lakatos, was impressed by how dif-

ficult It was to falsify any hypothe-
sis convincingly. A defender could
say that the initial conditions were
wrongly stated or that disturbing

influences had been at work.
Lakatos, therefore, switched his

emphasis to bodies of related theo-

ries called “research programmes’’.

These could not themselves he
tested empirically. But if a research
programme was progressive, it pro-

vided lots of subsidiary theories and
hypotheses, which could both

explain well-known facts and yield

interesting and unexpected implica-

tions. A degenerative research pro-

gramme, on the other hand, relied

more and more on special factors

and ad hoc explanations, and failed

to throw up interesting and surpris-

ing predictions. A research pro-

gramme could easily start out as a
progressive one, and degenerate
over time, as with monetarism.
The core of monetarism in its

heyday was that monetary forces

determined the rate of inflation in
the long run. In the short run mone-
tary forces could affect real output
as well as inflation, but it was diffi-

cult to generalise about the mixture
between the two effects.

Professor Milton Friedman origi-

nally put the typical lag before eco-

nomic activity was affected at nine
months and the typical lag before
inflation changed at 18 months -

although the final effects could he
drawn out over many years. Fried-

man also suggested that monetary
policy was best assessed by the
growth of some measure of money
and not by interest rates.

This, however, surely needed fur-

ther investigation. Monetary policy

has operated via interest rates

throughout nearly all its recorded
history. The high and variable infla-

tion rate of the 1970s made nominal
interest rates a very bad guide to

the real cost of borrowing money.
But this is no longer so obvious in

the less Inflationary 1990s.

The Fed complains
that whatever it does

It will be accused
of not practising

monetarism correctly

At any rate, since the beginning
of this decade the Fed has reduced
short-term Interest rates from over

8% per cent to 3 per cent European
monetarists were celebrating these

reductions as an example of what
could be achieved in tackling reces-

sion by an independent central
bank untainted by an exchange rate

regime or target. Unfortunately for

them, some hardline US monetar-
ists have always maintained that

the Fed, too, has got it wrong -

because the growth of broad mea-
sures of money in the US has
slowed down to a crawL
A new paper* suggests that US

monetary growth has been low as
an indirect effect of the bailout
operation for the Savings & Loan
institutions. The thesis that the Fed
has followed a tight money policy in
disguise is difficult to sustain. The
reluctance of bond rates to fall

below B'A per cent suggests that

there are limits to how for the Fed
can go without stirring up inflation-

ary fears. US headline inflation has
been around 3 per cent for more
than a year and shows no sign of
collapsing into deflation.

Above all, the monetary base -

cash, plus deposits at the Fed - has
been accelerating to an 8 per cent
per annum growth rate, compared
with a Friedman recommendation
that it should be frozen altogether.

Indeed, should inflationary symp-
toms reappear monetarists will

quickly flip over from broad money

to the monetary base. One can sym-
pathise with Fed members who say
that, whatever they do, they will be
accused by monetarists of not prac-

tising the doctrine correctly.

The problem is that monetarists
have succumbed to the market
demand to explain output, employ-
ment and every twist and turn of

the cycle. They should have stuck

to the early statements which made
it clear that theirs was a long-run
doctrine about inflation, which
might have a bearing on deflation

and depression, but which did not
explain the normal real forces at

work in an economy, forces which
were, in any case, not easily suscep-

tible to influence by policy.

The monetarist research pro-

gramme has cast its net too Tar and
snapped as a result - which is hard
for those of us who believe that

monetary policy can have a moder-
ating influence on boom and slump
if its claims are not overstretched.

'Monetary Malpractice, by James
Buchanan and David FantL George
Mason University. 4400 University

Drive, Fairfax. Virginia 22030.

Observer
Go-go grocer

shopped
_ Why are business schools as

well as US corporations studying
the food emporium in Connecticut

run by go-ahead grocer Stew
Leonard? The answer is his original

marketing style which blends fun

for children with a pile-em-high

and sell-em-cheap approach. Among
the stacks of meat, vegetables and
so on are model cows that moo and
egg-laying chickens, while staff

dressed as animals roam around.

Even so, it is to he hoped business

schools don’t start endorsing

another of 62-year-old Leonard's

original approaches, this time to

tax accounting, just revealed in

a Connecticut court
He pleaded guilty to conspiring

to defraud the Federal Government
of fa™** on more than $17m sales

through a sophisticated scheme
to conceal part of the store's

turnover. The scam involve! a
computer program, hidden inside

a hollowed out business directory,

which altered records to hide
TismBpanries from the auditors.

Face to face
_ Fresh evidence that the division

between the Labour party and its

formerly loyal toastmaster. Mirror

Group Newspapers, is more ofa

matrimonial tiff than a frill scale

divorce. One of the better known

figures attending last week’s party

marking the first year of

Democracy Now, the parliamentary
pressure group for extending
Labour party membership to

Northern Ireland, was MGN chief

executive David Montgomery.
Of course, he may just have

turned up to chat to fellow Ulster

folk. But it suggests that

Montgomery may be a little less

apolitical than Is sometimes
portrayed. Meanwhile, the presence

of Lord Danoghue, senior policy

adviser to two Labour prime
ministers, rnrtirateq that Hip party’s

own internal divisions on Northern
Ireland, coaid be harder to heal
than the rift with the Mirror. For
a start, Labour cannot even make
up its mind mi whether or not to

allow the people of Northern
Ireland to be party members.

Leaping sales
Lions, not to mention unicorns,

had better steer well clear of Britain

if the pom population follows the

lead of the Australians. They have
foicpn to Bating one of their national

emblems, tbe kangaroo, with gusto

since it went on sale in one of the

country's supermarket chains.
Previously sold forhuman

consumption only in a few

restaurants and delicatessens, the
pnimal that supports one side of

Australia's coat of aims has gone
down for better than the chain

expected. Indeed one of its stores.

Big Fresh Franklins in Sydney,

*Hey, we’ve won lOObn dinars in
the Serbian lottery

1

sold more in one day than had been
budgeted for the whole week.
The huge sales prompted Sydney

nutritionist Catherine Saxelby to
forecast that Australians would
soon be getting their teeth into
the creature on the other side of
the coat of arms - which, oniiitP

the unicorn, has the disadvantage
of not being mythical It’s the emu.

Time lag
Stung by the official prisons

inspector's remark that most
inmates prefer idleness to the many
opportunities to make good use

of their time. Wolds' private gaol

in Humberside is giving references
to departing clients who stirred

themselves in stir.

An example, banded to one who
worked as a cleaner, testifies that,

that besides being a hard worker,
he was “an excellent timekeeper"
- which, leaving aside the question
ofhow he could have been other-

wise, is perhaps more than the
prison’s managpmsnt could claim

The gaol is run by Group 4, whose
late deliveries of prisoners to courts

has been the subject of acid

comments from the judiciary.

Sheehy's lore
Hiring the boss of one of the

world’s biggest narcotic

organisations to report on the pay
and conditions of Britain’s police

officers always sounded a rather

risky idea. But even a hardened
industrialist like BAT Industries’

chairman Sir Patrick Sheehy seems
to have been bruised by the ferocity

of the reaction to his committee's
report on police reform.

Indeed, the hot response is a
warning to elder business
statesmen who fancy rounding off

their distinguished careers with
a bit of public service. It is one
thing for private-sector types to

be hired to knock a nationalised

industry into privatised shape. But
heading a public inquiry can be
harder, and less satisfying, than
a takeover triumph.

True, there have been success
stories. Sir Roy Griffiths, a former

deputy chairman of J Sainsbury,
did a good job following through
his 1983 inquiry into the

management of the National Health
Service. Lloyds Bank chairman
Sir Robin Ibbs and Marks and
Spencer's ex-chairman Lord Rnyner
won honourable mentions in
dispatches for their work on
improving government efficiency.

On the other hand, alas, Local
Government Commission chief Sir

John Ranham and Sir James Blyth,

chairman of the prime minister's

advisory panel on the citizen’s

charter, may find it harder to win
their public rector battle honours.
As Sheehy has found, the job

doesn’t stop with producing
recommendations however cogent
as well as radical- They also have
to be sold to people not on the
inquiry chairman’s payroll.

Looking up
Eyes blearied by peering for

signs of recovery in standard
macro-economic data may sparkle
anew at a micro-indicator of a
spectacular up-tum soon to come.
The indicator is the micro-miniskirt
displayed by Karl Lagerfeld, for
Chanel, at the Paris couture shows
for autumn/winter 1993.

What’s more Lagerfeld is by no
means alone in discarding the
recessionary low hemline. Gianni
Versace, for example, has gone for

mid-thigh baby doll nighties.

Indeed, not since the optimistic

1960s have shorter skirts appeared.
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Commission divided on recovery of funds State PM
Brussels to discuss $6bn restates

THE LEX COLUMN

waste over milk quotas
By Lionel Barber in Brussels

THE European Community has
wasted an estimated Ecu5.38bn
($6.1bn) In unnecessary subsidies

because Italy, Greece and Spain
have systematically failed to

enforce milk production quotas,

according to internal estimates

by the European Commission.
The Commission is expected to

discuss on Wednesday how much
money to recover from the three

member states, ail of which have

pledged to respect new rules to

curb over-production.

Several Commissioners are

said to be reluctant to provoke a
fresh confrontation with the Ital-

ian government. Relations are

already strained because Brus-

sels is sticking to a hard line on
state aid to EEm, the state indus-

trial holding company, and Qva,

the state steel producer.

The UK and Germany, how-
ever. are pressing the Commis-
sion to claw back a substantial

portion of the excess subsidies,

partly to relieve pressure in next

year's budget caused by tower-

than-expected economic growth
and a fall in the value of the Ecu,

and partly to deter future fraud.

The funds at issue cover
1989-93, but the problem goes

back to 1984, when the EC intro-

duced a milk quota system. If

production quotas were
breached, farmers were supposed
to pay a heavy penalty known as

the additional levy.

As late as 1991, neither Italy,

Spain nor Greece had a system in

place to supervise milk produc-

tion or to collect the levy, accord-

ing to a report by the EC's Court

of Auditors. The Commission
continued to pay full subsidies

even though failure to collect the

additional levy should have dis-

qualified the three countries from
obtaining matching levels of

spending.

Internal estimates suggest that

Italy owes Ecus 2.76bn for the

period between 1989-93, followed

by Spain (Ecus 2bn) and Greece
(Ecus 620,000).

The Commission meeting on

Wednesday is scheduled to “clear

the accounts" for 1989 alone.

That means only a proportion of

the gross sum of Ecus 5.38bn is

under discussion, but the out-

come will influence repayment
for the next four years.

In practice, the recovery of
excess spending is likely to be

reduced even further because
Italy has argued successfully that

its original 1984 national quota
was based on statistical errors.

Last spring, EC farm ministers

accepted this point implicitly

when they agreed to a provi-

sional, one-year increase in the

Italian milk quota of 900,000

tonnes. Coincidentally. Spain
won an increase of 500,000

tonnes, and Greece secured an
extra 100,000 tonnes.

The Commission has the final

decision on sums to be repaid. EC
officials said last week the milk
revenue matter was proving so
divisive that Commissioners
might not reach a decision on
Wednesday, the last meeting
before the summer recess.

Conservatives in disarray

on eve of UK by-election
By Alison Smith in London

MR John Major's efforts to call a
truce in the Conservative party's

civil war over Europe suffered a
setback yesterday, as fresh bat-

tles loomed following revelations

by the UK prime minister about
tensions within his cabinet
Renewed bouts of sniping

between party Euro-sceptics and
Euro-enthusiasts were inflamed
by the publication in the
Observer newspaper of a taped,

private conversation in which Mr
Major spoke bitterly of the “poi-

son" being spread by former
rightwing ministers and the prob-

lems of managing a tiny parlia-

mentary majority.

“We don't want another three

more of the bastards out there,"

he said when asked why he did

not sack three cabinet ministers
who threatened to resign if he
accepted the social chapter as the

price of being able to ratify the

Maastricht treaty.

The latest disarray comes just

as many Conservatives expect a
humiliating defeat in Thursday’s
by-election in Christchurch in

southern England.
Factions within the party are

already jockeying for position to

influence the government’s
approach to the European Com-
munity inter-governmental con-
ference in October and its

advance preparations for next
June's elections to the European
parliament A further revolt by
the Euro-sceptics is threatened
when the government brings for-

ward legislation on EC finance,

in November.
The bill will implement the

Edinburgh summit agreement,
increasing national governments’
contributions to the Commission.
Though ministers describe it as a
good deal, they concede that
some hardline rebels will proba-
bly oppose it.

The latest disarray casts a
shadow over today’s
Anglo-French summit in London,
and comes just hours before the

high court is to hear a legal chal-

lenge to ratification brought by
Lord Rees-Mogg, a leading critic

of the prime minister.

Sir Nonnas Fowler, the party
chairman, yesterday denied the

cabinet was split over Maas-
tricht though he made it clear

any minister who had serious
reservations over European pol-

icy should consider his position.

He also called on Mr John Birt,

BBC director-general to set up
an urgent inquiry into how the
taped conversation had been pub-
lished. It was allegedly recorded

by the BBC during Mr Major's

media interviews on Friday.

The BBC had earlier said that
the material had been widely
available: “Any number of places

could have been the source of the
Observer story."

The impression of discord was
fuelled by Lord Tebbit, the for-

mer Tory party chairman, who
said that “many ministers - per-

haps most" hoped the treaty
would never come into effect.

The effort to keep a balance in

the party was underlined as it

became clear that Mr Bill Cash, a
leading Euro-sceptlc, had not
been offered a formal role in a
"new group" to be set up by Mr
Douglas Hurd, to determine the
UK’s policy in the run-up to the

inter-governmental conference In i

1996, as had been reported.
1

Instead. Mr Hurd’s aides said,

Mr Cash had been offered a meet-
ing with the foreign secretary,
whose door was open to ail

shades of opinion in the party.

Sharp cut sought in Spain’s labour costs
Continued from Page 1

warned a speculative broadside
"could happen all over again".

“The EMS cannot live in a situ-

ation of permanent crisis," he
said. The best way to solve the

problems was to move faster

towards monetary union. Mr
Solbes said he was not confident

meaningful cost-cutting could be
introduced in next year’s budget
The central government’s deficit,

he said, stood at 5 per cent of

GDP, nearly double the target for

1993, and at between 6.2 and 6.5

per cent if local administration
balance sheets were included.

“We have a lot of fixed costs, a
lot of infrastructure investments
to maintain and a lot of social

spending commitments." His
main concern was a 3 per cent
budget deficit

restates

support

for V

W

director
By Christopher Parkes
in Frankfurt

MR GERHARD SchrOder, prime
minister of the state of Lower
Saxony, has restated his support

for Mr Jos6 Ignacio Ldpez de
Arriortila, Volkswagen's produc-

tion director, despite mounting
evidence to support industrial

spying allegations against him.

Mr Schroder's statement fol-

lowed a meeting on Friday with

Mr Ferdinand Fifth, VW group
chairman.
The state's 20 per cent stake

lost an estimated DM300m
(S174.4m) of its value last week
as legal setbacks lopped 7 per

cent off VW shares.

It has since emerged that Mr
Lopez, linked last Thursday by-

state prosecutors with oue batch

of confidential documents
belonging to General Motors, his

former employer, and found in a

Wiesbaden house, had personally

collected some of the others.

In early February, more than a

month before he abruptly joined

VW. he visited Adam Opel, GMTs
German subsidiary, from his

Detroit base, to attend meetings
called at his request On Febru-

ary 3 and 4, he asked managers
from the group's European sub-

sidiaries for papers on purchas-

ing, cost and new model strate-

gies. Some of these turned up In

boxes in the former Wiesbaden
home of two of his Opel col-

leagues, who followed him to
VW.
On the afternoon of February

4, a call was made from his office

near Frankfurt to Wolfsburg, the
VW headquarters. According to

an extract from his office diary

for that day, reproduced in

today's edition of the news mag-
azine Der Spiegel Mr Ldpez had
noted: “14pm Jens Neu". The
magazine suggested this could
have referred to a meeting with
Mr Jens Neumann, the VW direc-

tor responsible for gronp strat-

egy.

However, the distances
involved suggest a meeting was
unlikely. The next day, when Mr
Ldpez was to attend talks in Zur-
ich at GM Europe, he cancelled

all appointments and turned up
unexpectedly at Eisenach in east-

ern Germany, Opel's newest car
factory, and asked for documents
on the plant's lean production
systems. On February 6, be
called Wolfsburg again.

Public prosecutors investiga-

ting GM's suspicions of espio-

nage last week stated that trans-

parencies also found in the
boxes, and regarded as confides- i

tial by GM, had also been
requested and translated into

German by Mr Ldpez.

Der Spiegel was last week
freed from a reporting gag on
the case imposed through a tem-
porary injunction granted to VW
last month.
VW could not be reached for

comment yesterday.

I FT WORLD WEATHER

Europe today
Northwestern Europe is still influenced by a
strong westerly flow. A persistent low pressure
area over southern Scandinavia Is causing this

cool and unstable westerly current

Scandinavia itself is mostly overcast and rainy.

Some clearings are possible In the south.

Along the borderline with higher temperatures

in eastern Europe, some heavy thunder
showers w3l fan, mainly in the Baltic stales and
the northern CIS. Over Austria and Switzerland

an old front will cause clouds and a scattered

shower. Temperatures will still reach 27C to

33C In southeastern Europe. Highest

temperatures will be recorded in southern

Spain, where readings will be around 37C.

Five-day forecast
Behind the passage of a new frontal system
over the British Isles tonight, a strong westerly

flow will remain present, keeping conditions

very unsettled and temperatures well below

normal. Until Thursday wind might reach gain

force west of the British Isles, the Celtic Sea
and over the North Sea. By the end of the

week a small ridge of high pressure will block

low pressure system arrivals for some period.

This will be temporary. Meanwhile, the

Mediterranean Countries will continue to be
tropically warm and sunny.
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TODAY'S TEMPERATURES

Maximum Serin
Cetadus Bermuda

AbuOnaW am 45 EHrmlngnam

Accra OmA 33 Bogota

Algiers sun 34 Bombay
Amsterdam shower 17 Bordeaux

Athens sun 33 Brussels

Bangkok ** 38 axfepest

Berated* 8“° 27 Buenos Aires

jEanT wood 26 Cairo

cloudy 19 Cape Town
fair 30 Caracas

20 Chicago
29 Cologne
18 Copenhagen
19 D* Salaam
31 Dakar
23 Dallas

19 Darwin

23 DeW
16 DubaJ
33 Oubfn
IS Dubrovnik
29 Edinburgh

Lufthansa, Your Airline.

(Q) Lufthansa
German Airlines

shower 30 Faro
shower 18 Frankfurt

shower 18 Geneva
shower 31 Glasgow

(air 32 Hamburg
thund 37 Hefctntt

fair 31 Hong Kong
far 37 Honolulu

sun 38 Isle of Man
cloudy 18 Istanbul

fak 31 Jersey

cloudy 17 Karachi

Kuwait
UPaz
Las Palmas
Lisbon
London
Los Angelas
Luxembourg
Lyon
Madeira
Madrid

Forecasts by Afe/eo Cerauff of the Afetfwfands

29 Majorca sun 29 Rangoon shower 27
21 Malta Sun 32 Reykjavik cloudy 16
21 Manchester cloudy 17 Riyadh sun 44
17 Mania shower 31 Rome fair 29
17 Melbourne rain 13 S’ Francisco sun 26
rr Mexico City fair 24 Seoul dowdy 28
32 Miami thund 32 Singapore cloudy 32
30 Mian aun 2S Stockholm shower IB
18 Montreal rain 28 Strasbourg cloudy 21
31 Moscow thund 24 Sydney lair ig
17 Munich cloudy 21 Tel Aviv sun 31
33 Nairobi tor 26 Tokyo show*- 24
48 Naples sun 30 Toronto rain 29
19 Nassau fair 34 Tunis am 35
28 New Yerk fair 20 Vancouver fair 22
29 Nice fair 26 Venice cloudy 27
18 Nicosia sun 3s Vienna shower 21
23 Oslo shower IS Warsaw thund 20
1®- ?arts cloudy 22 Washington fair 31
24 Perth far 18 Wellington lair 14
28 Prague shower 24 Winnipeg shower 18
37 R deJanero fair 25 Zurich cloudv 20

shower 27
cloudy 16

sun 44
fair 29
Sun 26

cloudy 28
cloudy 32
shower 18
cloudy 21

fair 19
sun 31

Shower 24
rain 29
am 36
fair 22

cloudy 27
shower 21

thund 20
fair 31
(air 14

shower 18
cloudy 20

Polishing off gilts
For a while last week it seemed as

though the rally in the gilts market

might have run its course. To the

problem of over-supply was added a

sense that accelerating recovery might

preclude further interest rate cuts. On
top of that was the political uncer-

tainty - now resolved - over the

Maastricht treaty, while sterling was
at a level which might deter foreign

buyers of gilts. The mood changed
after the French franc came under
pressure on Thursday afternoon,

creating extra demand for sterling.

Now it looks as if the downward blip

was more a question of the market
trying to position itself for this week’s

£3.25bn auction. The fall in yields may
thus have some way to go.

The latest economic data showing
growth sufficient to make inroads into

the PSBR without reviving inflation

ought to be positive for gilts. If cur-

rency turmoil in Europe prompts
lower interest rates there, the short

end of the gflts market may be sus-

tained by parallel cuts in UK base

rates. Admittedly the long end might
begin to fret about the eventual
revival of inflationary pressures, but
for the time being real yields still look
attractive.

That is not to say the rally can con-

tinue indefinitely. The gilts market
has pencilled in tax increases worth
perhaps 1 per cent ofGDP into Novem-
ber's Budget It will be rudely disap-

pointed if the measures are not forth-

coming. Since the yield spread over
German government bonds is now a
mere no basis points there is not
much room for farther convergence.

The need for a premium sufficient to

attract overseas funds means the gilts

market depends as much on develop-

ments abroad as at home.

European insurance
Equity markets are always wary of

the argument that the current busi-

ness cycle will be different from the
last especially when the proponent is

an insurer with shares to sell. UK
insurance companies have already
come cap in hand to the market. Since
continental European insurers started

to raise prices perhaps 18 months after

the UK, European bourses might now
look forward to a clutch of equity
issues. The recapitalisation of Nor-
way's Uni Storebrand and the
attempted rights issue by La Fondiaria
of Italy are special cases of distress.

Allianz's proposed rights issue
announced over the weekend suggests

others are not far behind. But capital-
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raising has barely started to repair the

damage done by severe underwriting

losses. The likes of Sun Alliance and
UAP of France have been bruised by
falling property prices. Since insurers

such as Commercial Union are devot-

ing capital to the developing fife and
pensions markets pf southern Europe,
there seems little danger of over-

crowding in other areas. With their

government anxious to privatise,

French state-owned insurers may be
more inclined to put profits before

market share. On that basis European
insurers might look forward to several

years of rising profits.

It still requires a leap of faith,

though, to believe the companies will

maintain discipline on prices for long.

The behaviour of UK insurers will be
the leading indicator In that regard.

After three years of price increases

many are close to underwriting profit

on some lines of business. How they
react to such an uncommon situation

will be a crucial test of resolve.

Philips
With investors scouting around for

recovery stocks, even the seemingly
lost industrial cause that trades as
Philips has won admirers. This year,

the Dutch giant's shares have risen 55
per cent Its first quarter results were
better than expected, while the sale of

its stake in a semiconductor joint ven-

ture with Matsushita, realising Fl3bn
in cash, has helped transform senti-

ment Combined with Philips' fierce

cost-cutting campaign, the company’s
balance sheet is finally returning to

reasonable shape. Philips' debt-to-
equity ratio has fellan from about 140

per cent to 100 per cent.

Some are also becoming excited
about the possible growth prospects

for Philips’ flat-screen technology. The

hope is that this may enable Philips to

make substantial inroads into the

Japanese-dominated lap top computer <

market. Philips must now be 'sorely

tempted to have a rights issue to

reduce debt and fund expansion. Such
a move might even be greeted as a
sign of positive intent

The share price rise must still, how-
ever, owe more to speculative hope
than experience. Philips' reconVof
past disappointment is a very
long-playing CD;, its shares are still

less than half the level they reached, in
1986. Recession in mainland Europe
will continue to dog its progress. The
history of the: consumer electronics

industry also shows that even when
sales pick; up prices continue to falL

Philips' forthcoming second-quarter
figures will have to provide further

proof the company is recovering for

the share price momentum tobe main-
tained.

UK housebuilders
Investors who hacked the -recent

spate of rights issues from house-
builders must .be irritated .that no
sooner have they parted with then-

cash than the market softens. House-
builders’ sunny suggestions that reser-

vations were rising at an annual rate

of up to 4050 per cent may have been
true for the first quarter. Since then,

however, the market has turned as flat

as the Headingiey cricket pitch.

It is now clear' that soine specific

factors were previously at work. Eco-

nomic scares last September deferred

demand for new housing. The autumn
statement initiatives also tempted
housing associations into the market
The current worry is that with price

rises in the secondary, housing market
stalling

, housebuilders will have, to

keep discounting to sell new houses,

undermining profitability. Moreover,
anecdotal evidence suggests land
prices are now rising far faster than

house prices. Housebuilders flush with
rights issue, money are bidding up
prices. Tighter planning restrictions

have also increased the scarcity value

of land. This raises the spectre that

margins will be further squeezed
unless price inflation .returns to the

system.

The pure housebuilders boasting

tong land banks may still be best

placed to exploit the bousing upturn

but their shares have surely run
ahead of the game. The market has

already begun to take the gloss off the

sector but housebuilders' premium
ratings remain suspiciously heavy.

IBJ Securities Co., Ltd. is pleased to announce that

it willcommence operations on July 26th, 1993
as a wholly-owned subsidiary of

THE INDUSTRIAL BANKOFJAPAN LIMITED

j

The company has capital ofYen 35 billion

and a staffofover 130

President:

Deputy President:

Mr Atsuyoshi Yatsunami
Mr HiroshiNakamura

IBJ Securities Co., Ltd., -

Otemachi First Square, 5-1, Otemachi 1-chome, Chiyoda-ku, Tokyo 100 Japan
Tel: 03-5252-3111 Fax: 03-5252-4915
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INSIDE

Exxon and Mobil beat
expectations
Second-quarter profits at Exxon and Mobfl, two of
the biggest US energy groups, were boosted by a
rise In natural gas prices In the US and the effects
of substantial cost-cutting. The figures exceeded
market expectations. Exxon reported net Income
for the quarter of $1.24bn, up from $930m in the
same period of 1992. Mobil's second-quarter net
income jumped to $579m, from $255m. Page 21

Quantum losses deepen
Quantum, the US chemicals group which has
agreed a $3.2bn bid from Hanson, the Anglo-US
conglomerate, reported second quarter losses
deepened to $842m. The group, the largest US
manufacturer of polyethylene, said that sales of the
product were flat, and that average selling prices
were lower than last year. Page 21

Bavaria sells Dasa stake
The German state of Bavaria confirmed it win sen
its 8.56 per cent stake in Deutsche Aerospace
(pasa) to Daimler-Benz by the end of the year.
Page 21

Japanese banks open doors
Three Japanese banks open securities subsidiaries
for business today. These new broking companies
are not permitted to deal in stocks, but can trade
In straight bonds, and underwrite, though not trade
in, convertible bonds and warrant bonds. Page 21

Boots reviews drugs unit
Boots, the UK retailing and pharmaceuticals group,
said yesterday it was considering the future of its

drugs division, but had no plans to sell it after

Manoplax, its heart drug, was withdrawn. Page 20

New targets for Brent Walker
Brem Walker, the UK property, pubs and betting
group that completed its £1£5bn ($2.47bn) refinan-

cing last year, is writing a new business plan, as it

has so far failed to meet the targets of the pro-

posal originally agreed with its banks. Page 20

Medeva may speed up shake-up
Mr Bernard Taylor, chairman of Medeva, the UK
drugs company, said the timing of some planned
management changes could be accelerated by last

week’s profits warning which almost halved its

stock market value. Page 20

Feeling green
Mr John Gummer, UK environment secretary, faces

some nasty headaches as conflicts are looming
between the environment and other government
departments. Back Page

Market Statistics

Gerstner expected to announce IBM board changes
By Louise Kehoe fri San Francisco

INTERNATIONAL Business Machines’
new chairman and chief executive, Mr
Lou Gerstner, is expected to announce a
reshaping of the company's board of
directors tomorrow along with the strug-
gling computer giant’s second quarter
Jesuits.

Although IBM declines to comment,
two of the company’s outside directors,
Mr Richard Munro. the retired co-chair,

man of Time Warner, and Mr Stephen
Bechtel Jr, chairman emeritus of the
Bechtel Group, are believed to have ten-
dered their resignations.

Mr Helmut Sihler. former chief execu-
tive of Henkel, retired from IBM’s board
last month, while Mr Jack Kuehler,
IBM’s vice-chairman, has previously
announced plans to retire next month.
At IBM’s annual meeting in April,

shareholders criticised directors for
being out of touch with the computer
industry. "{The board] surely lacks the
pertinent current knowledge, skills and
vision to deal with and add value to and
guide IBM. 1 believe the board should
[include] current chief information offi-

cers of companies, current deans of engi-

neering schools, and current entrepre-
neurs. people who are really up to date,’’

said one. Another accused the directors
of operating an “old boy's network” and
having been management cheerleaders,

rather than shareholders' watchdogs.
Signalling change. Mr Gerstner, who

Joined IBM in April, responded by say-
ing that the ’’composition of the board
and the board’s ability to contribute to
building this company "would be consid-
ered”.
“The board has to be relevant, appro-

priate and evolving as the corporation
evolves,” he said.

However, boardroom changes are
unlikely to placate IBM shareholders
fully. Inst week, IBM's shares touched

an 18-year low of $41%. dosing on Friday
at $42U.

Wall Street analysts are projecting
operating losses of about 23 cents per
share, for the second quarter, compared
with net income of $1.29 per share in the
same period last year.

Last week's report of shrinking sales

by Amdahl, one of IBM's competitors in

the mainframe computer market has
added to the gloom. Amdahl's sales were
down 33 per cent
Large write-offs, to cover the cost of

thousands of job cuts, could exacerbate
IBM's losses. Already, IBM has said that
it expects to reduce its workforce by

more than the 25,000 estimated at the

beginning of the year. Now analysts say

the total could rise to 50,000 or even

75,000, with additional charges against

earnings of at least S2bn.
IBM also needs to cut its manufac-

turing capacity, said Mr John Jones of

Salomon Brothers. He expects IBM to

take a charge of $2bn-$3bn to cover these

costs in the second or third quarter.
Talk of multi-billion charges has

raised new fears among investors that

IBM could make a further cut in its

dividend. In January, the company
reduced the dividend by 55 per cent to

$2.16.

Reuters likely to detail

£400m share buy-back plan

German banks are to publish provisions, writes David Waller

Gsmssvsj On the verge of aVJ which covers their true C)
financial performance - not fully, 1 1 1

insight "toto their underlying nervous breakdown
By Christine Buckley In London

REUTERS Holdings, the inter-

national information and news
group, is tomorrow expected to
announce a share buy-back
scheme while delivering its

interim results.

Following months of specula-

tion about how Reuters will

employ its cash mountain of

£710m ($1.07bn), the company is

likely to disclose details of a plan
to spend £400m buying back its

shares. A source close to the
company said that "the specula-

tion is not far from the truth”.

Mr Mike Cooling, Reuters’ head
of corporate relations, did not
deny the share buy-back plan:

"We can give no guidance on this

matter.” The company has previ-

ously signalled it was consider-

ing ways of disbursing its cash
pile, including a share buy-back
plan. An increased dividend
could also be paid. Such moves
would also not rule out the possi-

bility of acquisitions.

A senior media analyst said the
economic conditions were condu-
cive to buying back shares. "The
dual rationale is that they have
all this cash on their hanrin and
the earnings per share would be
considerably enhanced.”
The analyst also attributed

some of Reuters' recent share
strength to the growing anticipa-

tion of a dispersal of cash in

favour of the shareholders.

Reuters's shares last week

enjoyed steady progress, putting

on 25p to close on Friday at

1404p. The share price has also

been buoyed by expectations of

interim pre-tax profits which
most analysts tip to be between
£210m and £220m against the pre-

vious £187m.
Reuters would face some tax

and regulatory obstacles to a
share buy-back as 35 per cent of

its shareholders are in the US.
One analyst said: "It may be

seen as a sign that Reuters can-

not find anything better to do
with its money; that there is

nothing in the industry worth
buying" and suggested it would
be better to target growth poten-

tial in an immature area of the

industry.

France to retain protective

share of Elf-Aquitaine
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By Alice Rawsthorn in Paris

THE French government yes-

terday confirmed that it will

retain a 'golden share' in Elf-

Aqultaine, the state-controlled oil

group, to protect the company
from the threat of a hostile take-

over bid after its privatisation.

Mr Pascal Clement, minister in

charge of the French parliament,

said the government would keep
a golden share in Elf to prevent

the risk of a foreign Investor

“taking control of the company"
and to ensure that it did not
“pass into foreign hands”.

The golden share Is a common
mechanism in privatisation pro-

grammes, in the UK as well as
France. It is a special class of
share that enables the govern-

ment to override all other share-

holders by blocking develop-
ments, notably foreign takeovers,

that it deems to be against the

group's interest

Elfwas last week named as one
of the four companies scheduled

for sale in the first phase of the

new centre-right government's
privatisation programme. The
others are Rhdne-Poulenc, the
chemicals concern, the Banque
Nationale de Paris (BNP) and
Banque Hervet. the banking
groups.

Ministers have already made it

clear that the sale of Elf was con-

sidered to be the most complex of

the early issues. Elf is not only
the biggest of the first four candi-

dates - with an estimated market
value of FFrlOObn ($17bn) - but
is also involved in the most sensi-

tive sector.

Mr Edmond Alpbandery who
as economy minister is orchestra-

ting the privatisation drive, last

week warned that the Elf sale

may be divided into different

tranches.

Meanwhile Mr Francois Mitter-

rand, the socialist French presi-

dent, is believed to have lobbied

strongly for Elf to be protected

by a golden share.

The last centre-right French
government introduced golden
shares in a number of the compa-
nies sold in the 1986 to 1987 priva-

tisation drive.

Elf Aquitaine was earmarked
for a golden share when targeted

for sale in 1986. However the 1986

golden shares expired after five

years, whereas the latest privati-

sation legislation allows them to

last indefinitely.

insight into their underlying
financial strength amid Ger-
many's worst recession since the
second world war.

When the banks report their

interim figures over the next few
weeks - beginning with Deutsche
Bank and Commerzbank this

week - they will publish details of

their provisions against bad and
doubtful debts for the first time.

Hitherto, German banks have
had the appearance of being
highly resilient to the downturn.
The larger banks report record
profits last year and the figures

released for the first three, four
and in some cases five months of

the current year have shown that

the profits increase is continuing
- mainly because of strong gains

on the hanks ' own account trad-

ing activity.

This apparent immunity has
been one factor behind sharp
rises in the share prices of Ger-

man hanks this year. The highest

gain came from Commerzbank,
Germany’s third largest bank,
where the share price has risen

32 per cent since the beginning of

the year; Dresdner Bank has
risen 22 per cent and Deutsche
Bank by 13 per cent. This com-
pares with a rise of 18 per cent in

the DAX index of 30 leading
shares.

In the first five months of the
year, Commerzbank's total oper-

ating profits increased 15 per
cent. There was a similar per-

centage rise in the profits of
Dresdner Bank in the first four

months. But these figures con-
ceal the true picture.

The reason is that the total

operating profits published by
the German banks do not take
any account of mounting credit

risks in the deteriorating German
economy.
They comprise net profits from

lending business, lumped
together with fee income and
profits from own-account trading

in the securities and currency
markets. Provisions against

Frankfurt Banks index
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doubtful debts, together with
actual write-offs against bad
debts, are not included.

Under the terms of the Euro-
pean Bank Accounts Directive -

which must be adopted for the

1993 full-year accounts - banks
are obliged to be more forthcom-

ing. The German banking sector

has decided to jump the gun and
make the most important change
required by the directive at the

half-year stage.

T he banks have made no
secret of the fact that the
recession has hit credit

quality very hard - particularly

among the medium-company sec-

tor, the so-called Mittelstand.

This is hardly surprising, given

the sharp rise in corporate insol-

vencies - up more than 27 per
cent in the manufacturing sector

last year and a further 20 per

cent In the early months of 1993
- and the troubles being experi-

enced by companies in such sec-

tors as machine-tools and suppli-

ers to the car industry.

Up until now, banks have only
provided a figure for gross provi-

sion charges. Thus, Deutsche
Bank let it be known that its

total provision charge for 1992

was DM4bn ($2.3bn).

The figure for net provisions

which subsequently appeared in

the bank’s profit and loss

account was DM1.85bn.
These figures are large and

impressive but somewhat mean-
ingless as the bank - In common
with the rest of its peer-group -

did not give a full breakdown
of the make-up of the figures.

There was no clue as to the
level of provisions against corpo-

rate debts alone. The net figure is

calculated after various undis-

closed items have been written

back - for example releases from
no-longer needed provisions on
country debt or on the value of
security portfolios.

The changes will unscramble
some of the ambiguity surround-

ing the figures and will enable
analysts to do more than just
guess at hanks’ underlying profit-

ability.

Mr lan McEwen, banking ana-

lyst at Merrill Lynch In London,
predicts a degree of “public rela-

tions manoeuvring” in the
interim reports as the banks
take advantage of remaining
opportunities to fudge the true

picture. But, says Mr McEwen,
"it will become very clear that
German banks are not immune
to the German recession”.

L ast week's high drama
over the Maastricht
Treaty in the British

House of Commons was great

theatre. So much so that it has

been easy to lose sigh t of the

core of the enterprise which is

the creation of economic and
monetary union in Europe.

However, with ratification

completed in most member
states, some economists have

begun to show new Interest In

the problems that could arise if

Emu ever gets off the ground.

Their work highlights fears

that it could put jobs and busi-

nesses at risk in large parts of

the European Community.
In the latest issue of the

twice-yearly Economic Studies,

published this month by the

Organisation for Economic
Cooperation and Development,
Mr Steven Englander and Mr
Thomas Egebo argue that

Europe will have difficulty

dealing with regional economic
disturbances once it is operat-

ing with a single currency and
monetary policy.

Their message is backed up
by Mr Bernard Connolly and
Mr Jfirgen Krdger of the Euro-

pean Commission. Writing in

the Recherches Economiques de

Louvain, a quarterly published

by the respected economics

department of the Catholic

University of Louvain, they

have suggested that the Maas-

tricht convergence criteria

focusing on inflation and bud-

get deficits will not be suffi-

cient to ensure the successful

operation of Emu.
The authors of both papers

on Emu were writing in a per-

sonal capacity. But the OECD
study, in particular, had formi-

dable backing. A footnote

maifAg clear that the topic was

suggested by some of the

organisation's most senior

economists.
Even though existing plans

for Emu do not envisage union

before 1997 at the earliest and
proride a second deadline of

1999, the two studies indicate

that it will be a much more
hazardous venture than it

appeared when the EC member

Union will

require some
social graces
states signed the Maastricht

Treaty in February last year.

The potential weakness of

Emu in the face of economic

shocks Is especially worrying.

An underlying problem,
highlighted in both papers, is

that the EC has neither the

cross-border mobility of labour

nor sufficient flexibility of

wages or prices to be a good

candidate for monetary union.

Messrs Englander and Egebo

of the OECD see no early

change on the labour front.

With limited exceptions (the

flow of labour between Ireland

employment opportunities.

But after weighing all the

aspects, Mssrs Connolly and
Kroger are doubtful whether
Emu will benefit the poorer

areas of Europe. At one point

they say that exchange rate

fixity is likely to "slow down or

even halt the process of eco-

nomic integration and catching

up”.
Mssrs Englander and Egebo

focus on the difficulties posed

by economic shocks for Emu.
With no scope for devaluation

or revaluation of currencies,

"real exchange rate adjust-

Economics Notebook
By Peter Norman

and the UK is oob\ they say

that labour mobility in EC
countries is unlikely to match
the standard of an optimal sin-

gle currency area “In the

medium term”.

Messrs Connolly and Krdger

argue that the community will

have to achieve economic con-

vergence on a scale for beyond

the Maastricht Treaty's

requirements of low inflation,

low long-term interest rates

and low government indebted-

ness for Emu to be successfuL

“Convergence in supply con-

ditions will crucially determine

future employment opportuni-

ties.” the two commission

economists say. The EC coun-

tries will have to bring their

productivity performances

more into line before Emu.

After Emu the expected real

rate of return in one country

relative to others will be vital

for determining regional

ments, when needed, must be

achieved through changes in

relative costs and prices”, they

say. “However, if wages and

prices are not flexible inter-

nally . . . such adjustment may
require large shifts in capacity

utilisation and employment”
The OECD economists argue

that labour market flexibility

or the mobility of labour and
production between regions

will have to increase signifi-

cantly to prevent localised sup-

ply side disturbances having

disruptive effects on income

and employment. The prob-

lems created by German unifi-

cation among the ERM coun-

tries give an idea of the

difficulties that could arise

after Emu.
They are particularly con-

cerned that the EC economies

will require a large increase in

unemployment to offset an

sharp upwards lurch in infla-

tion. Using the OECD's "Inter-

link” computer model to simu-
late Emu, they found that

changes in relative wages and
prices work very slowly to

restore competitiveness and
cost a great deal in terms of

output In one simulation, they

found that misaligned wages,

prices and unemployment per-

sisted five years after an initial

localised "shock” jump in

wages.

Such worries about Emu are

not entirely new. There were
plenty of warnings about the

project at the time of the

Delors Report, which gave
decisive impetus to economic
and monetary union when pub-

lished in 1989.

In testimony to the Com-
mons Treasury and Civil Ser-

vice Committee earlier this

year. Mr Andrew Crockett, the

head of the Bank of England's

international division, said the

Emu convergence criteria

should also take account of

how economies might respond

to shocks such as German uni-

fication.

The stress placed in the two
recent economic studies on
improved labour market flexi-

bility gives some support to

the UK government's opposi-

tion to the EC’s social chapter.

Britain, of course, has negoti-

ated an opt-out from economic
and monetary union as well as

from the social chapter. But it

will be ironic if the UK. with
greater labour market flexibil-

ity already apparent in foiling

unemployment over the past
half year, eventually proves
more suited to union than
other EC economies.
Adjustment under Fixed

Exchange Rates: Application to

the European Monetary Union,

OECD Economic Studies, No 20.

from OECD Publications, 2 rue
Andri-Pascal 75775, Paris
Cedex 16. France or £16 from
HUSO.
Economic Convergence in the

Integrating Community Econ-
omy, Recherches Economiques
de Louvain, Vol 59 1993 No 1-2.

Tel Belgium (02) 627 3500 for

subscription details.

Barclays

trims down
top job

shortlist
By John Gapper,
Banking Correspondent

BARCLAYS has narrowed its

shortlist of potential new chief

executives to British candi-

dates, although it is thought
still to be considering senior
executives who are working
overseas and outside commer-
cial, banking.
Barclays, which is seeking

an outsider to split Mr Andrew
Buxton’s joint role as chair-

man and chief executive, also

fears that it will be unable to

announce the appointment by
the time of its interim results

next week.
The fact that US bankers or

other foreign candidates have
been excluded is significant

because Sir Denys Henderson,
the non-executive director who
led the search, emphasised
that the bank would look
around the world. Mr Richard
Braddock, former president of

Citicorp, and Mr Tom Johnson,
former president of Manufac-
turers Hanover Corporation,
were among thought likely to

be considered by Barclays.

The shortlist is not thought
to be confined to bankers.
Directors believe that an out-

sider, either at a senior level

in a financial services com-
pany, or with financial exper-

tise in another industry, might
be appropriate.

Mr John Tngwell, chairman
of National Westminster
Bank’s US retail bank NatWest
Bancorp, was among those
approached by Spencer Stuart,

Barclays' headhunting firm.

Barclays started its search

after pressure from institu-

tional shareholders to split the

roles of chief executive and
chairman.
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Boots considers

future of its

drugs division

Shake-up

at Medeva
may be

accelerated

COMPANIES AND FINANCE— —

Failed targets bring about fresh problems

By Catherine Milton

BOOTS, the retailing and
pharmaceuticals group, said

yesterday It was considering

all options for the future of its

drugs division, but had no
plans to sell it after with-

drawal of Manoplax, its heart

drug.

The company said: “We
would be expected to consider

all the options following the

withdrawal of Manoplax, but
we are not leaning towards one
option or another at this

stage.” The drugs division has
been widely seen as too small

to be viable.

Mr Gordon Solway, manag-
ing director of the drugs arm,

will lead the executive commit-
tee in a thorough review of the

business plan it put together

before the withdrawal of Mano-
plax. Boots said: "We are

reviewing the whole business

plan for the pharmaceuticals

business. It is not something

that can just be tweaked."

Boots said the move would

cost £35m in stock write-offs

and "provisions against manu-
facturing facilities”. It said

there would be no closures at

the two sites making Manoplax
- Nottingham and Cramling-

ton, Northumberland. Job
losses, however, could not be
ruled out. The company said it

would save on marketing
expenses for the drug, which
last year cost £20m, and on
research and development.
Boots also denied plans to

sell its loss-making D1Y chain.

Do It All, a joint venture with

WH Smith. It argued that
Boots was well-placed finan-

cially to wait for the potential

gains from a "profits bounce
back" as the recession ended.

By Catherine Milton

Another director quits

Tomorrows Leisure
By Chris Tighe

TOMORROWS LEISURE, the

Newcastle-based hotels and lei-

sure group which is quoted on
the USM, said that Mr Stephen
Lovely, who joined the com-
pany barely three weeks ago as

managing director, had
resigned.

Mr Lovely’s departure is the

second quick exit recently
from the senior management
ranks of the company, which
this month gave a second loss

warning for the year to March
31.

Earlier this month it

announced the resignation of

Mr John Roberts, brought in as

chairman in February when
the founder, Mr John Sander-

son, stepped down as chairman
and managing director.

Mr Sanderson, who became
executive chairman following

Mr Roberts’ resignation,

said it was Mr Lovely’s deci-

sion to go.

He said the appointment of a
successor was at an advanced
stage; an announcement of

new board members would
also be made soon.

Investors Capital Tst I Grosvenor Dev Cap

Net asset value per share of
Investors Capital Trust was
I32.8p at the nine months
ended June 30, an improve-
ment of 18.8 per cent on the
11Up at the September 1992
year end.

A third quarterly dividend

on 1.275p is declared making a
total of 3.823p for the year to

date.

Net asset value per share of

Grosvenor Development Capi-

tal stood at I90.3p at June 30

1993 against 147Jp six months
previously and I46.7p at May
31 1992.

The attributable result was a

£154,000 deficit compared with

a profit of £2,000. Losses per
share emerged at l.9lp (0.02p

earnings).

This notice is issued in compliance n idi the requirements of Tfie International Stack Exchange of the United

Kingdom anil the Republic of Ireland Limited I "the London Stock Exchange “I. It does not constitute an offer or

invitation toany person to subscribefororpurchase any ofthe ordinary shares. Application has been made to the

Ixmdon Stock Excluuige for the whole ofthe ordinary share capital ofAlliance Resources PLC, issued and to be

issued, to be admitted to the Official List. It is expected that such admission will become effective and that dealings

in l»*di thefully paid shares of Ip and the new nil paid shares ofIp willcommence on 29th July 1993.

ALLIANCE RESOURCES PLC
(Incorporated and registered in England under the Companies Act I9S5 Number 2532935)

Placing of 44,000,000 ordinary shares at 5p per share

Rights issue of 18,412,119 ordinary shares at 5p per share

Issue of up to 33,614,165 ordinary shares in connection with the offer

for Manx Petroleum pic

Issue of 27,246,000 ordinary shares in connection with the acquisition of

an additional stake in the Valentine field

The issue has been sponsored and the placing and rights issue

arranged by

DURLACHER & CO LIMITED
SHARE CAPITAL

Authorised

Number of shares £

216,000,000 2,160,000

18.412,1 19 1,657.090

ordinary shares of Ip each

deferred shares of 9p each

Issuedandto be issued

Number of shares £

150.698.343 1.506.988

18,412.119 1.657,090

No application for listing is being mode in respect of the deferred shares; application is being made to the Court to

confirm the cancellation of the deferred shares.

Alliance Resources PLC is an oil production company with assets in South

Louisiana. Manx Petroleum pic is an oil services company.

Listing particulars are available for collection during normal business hours on Monday 26th July 1993 and Tuesday

27ih July 1993 (torn the Company Announcements Office, the London Slock Exchange. London Stock Exchange

Tower. Cape! Court Entrance, off Bartholomew Lone. London EC2 and on any week day up to and including

Monday 9th August 1993 from:

Durincber & Co Limited

!0 Throgmorton Avenue
London EC2N 2DL

Alliance Resources PLC Kdtfa Bayfey Rogers & Co.

Crusader House Ebbarh House
14 Pall Mall 93-95 Borough High Street

Loudon SW1Y5LU London SKI 1NL

T HINGS are hotting up

again at Brent Walker.

Since the property, pubs

MR BERNARD Taylor,

chairman of Medeva, the UK
drugs company, said yesterday

that the timing of some
planned management changes

could be accelerated by last

week's profits warning which

almost halved its stock market
value.

Mr Taylor said the changes

included the “inevitable" split-

ting of his own role as chair-

man and chief executive. He
said: “The profits warning
may accelerate it. We really

have not thought that through
yet”
However, he added that he

would like “several mouths to

pass” before the board consid-

ered any changes.
“One does not suddenly say

lets review our strategy as a
result of what's happened
yesterday’. One must take

these things in a measured
way and not panic about
them."
Medeva's stock market value

tumbled from £589m to £295m
in heavy trading early last

week after the profits warn-

ing.

Mr Taylor said the manage-
ment structure bad been in

development for the past three

years: “Eventually it will be
rather typical of drags
companies with regional direc-

tors, specialist services in

quality assurance, finance and
research and development and
at the highest board
level a reasonable number
of non-execotive direc-

tors."

He said he did not believe

Mr Ian Cowrie-Smith, manag-
ing director, would leave the

company in the wake of last

week's announcement that
pre-tax profits for L993
would be about £10m below
market expectations of
between £53m and £57m.
Mr Taylor said he had no

plans to retire before he
reached 60, in three years, and
that he might well remain
with the company after that

time.

He added that he “is not
required to go as a result of
this problem."

JL Since the property, pubs

and betting group completed

its £l.65bn refinancing in

March last year, it has been

keeping its head down - bar-

ring a management shake up

in January when Sir Keith

Bright came in as the new
Chairman.

But now the group is having

to write a new business plan -

having so far failed to meet the

targets of the proposal origi-

nally agreed with its banks -

and faces the problem of refi-

nancing the £350m ring-fenced

Inan to ltS William Hill betting

shops chain by March 1 next

year-
. . *.

It has been reorganising the

management structure of its

Pubmaster, pub estate manage-
ment subsidiary, and pressing

on with the development or

sale of its leisure activities

such as the Brighton marina,

the Cardiff World Trade Cen-

tre. and the Puerto Sherry

marina in Spain.

Meanwhile, Brent Walker is

continuing to pursue Grand
Metropolitan, the retail and lei-

sure group, from which it

bought William Hill and Mecca
Bookmakers, for a reduction in

the £685m purchase price.

Brent Walker is hoping to

reclaim as much as £20001 from

GrandMet, and the two parties

are locked in arbitration. Even

when, that is concluded, the

matter may revert to the

courts. . .

If all this was not enough to

be getting on with, merchant

bank SG Warburg has thrown

the group into the limelight

again by slapping in a consor-

tium bid for William Hill, at a

price which might be called

astute, or more bluntly,

cheeky. The mooted offer is of

£36Qm, just enough to pay off

the ring-fenced banks, but leav-

ing virtually nothing over for

Brent Walker.

Sir Keith’s view is dear. Sell-

offer more. So the first conclu-

sion is that another type of

buyer would pay more than

the Warburg consortium even

now. But more than that, there

is the We that as the econ-

omy recovers, and betting dere-

gulation gathers pace, William

Bin's profits will improve and

the chain's value will rise.

Yet another factor should

also improve William Hill’s

profits. Currently, virtually all

William Hill’s cashflow is

being used to pay Interest

Maggie Urry on the obstacles facing

Brent Walker regarding the

flotation, or the introduction of

an equity partner. One attrac-

tion of that for Brent Walker is

that while William Hfll id ring-

fenced the parent can take no

money out of It But once it is

paying dividends, Brent
Walker will receive a cash

return from William HHL
Brent Walker claims to have

had a number of serious

approaches for William Hill, at

higfrfir prices, since the War-

burg offer became known,
which could lead to an equity

injection.

While in theory it is a Wil-

liam Hill board decision

whether to accept the Warburg

Brent Walker regarding the offer; in practice it * up to ae
AJi

. , * ° r i 4-^. William Hfll banks. Brent

refinancing of the ring-ienced loan to walker has an obligation to at

its William Hill betting shops chain mtoaa' "*

ing to the Warburg group

would represent a forced sale

at a distress price. Brent

Walker does not need to accept

it and has a duty not only to

pay off William Hill’s secured

hanks but also to take account

of its unsecured creditors and
to use the asset to repay some
of the parent company’s credi-

tors too.

Since the equity portion for

the Warburg bid. of about
£180m, is to come from venture

capital funds which require a

30 per cent plus rate of return,

it is clear that investors willing

to accept a lower return could

S&N in £80m expansion of

French holiday activities

By Philip Rawstome

SCOTTISH & Newcastle, the

brewing, leisure and retail

group, has opened an £S0m
Center Parcs holiday village at

Chaumont in the Loire Valley,

south of Paris.

The development is the sec-

ond in France - the other is in

Normandy - but despite the

doubling of capacity, the com-
pany said the Chaumont vil-

lage was already achieving

occupancy rates of more than

90 per cent.

"In spite of the recession in
Europe, Center Parc’s bookings

are ahead of last year in all the

countries {the UK, Netherlands

and Belgium] in which they
trade," it added. Another Cen-

ter Parcs is due to open at Lon-
gleat, Wiltshire, next summer,
bringing the total number of

villages to 14
Apart from the new develop-

ments, S&N last year contin-

ued to invest in expanding
facilities at the villages -

including adventure golf at six

centres in the Netherlands and
Belgium, and a nine-hole golf

course at Elveden Forest in the

UK.
S&N’s leisure division, which

also includes Pontin’s, now
contributes about a third of
group operating profits. Center
Parcs, according to industry

estimates, accounted for So per
emit of the division’s reported

profits of £78m on turnover of

£335m in the year to May 2.
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charges on its debt, although a

sum equal to the depreciation

charge, of about £lQm a year, is

being reinvested in the busi-

ness.

However, the interest charge

is artificially onerous since an
interest rate swap, agreed
when rates were high, has
locked into an 18 per cent

interest rate. That swap
unwinds next year and the

interest charge will fall sub-
stantially. boosting profits and
producing more rash flow feu*

investment
The William Hill value could

be released through a partial

least investigate that offer, and
any others.

The William Hill banks,
offered a full and early repay-

ment of their loans, something
that, seemed highly unlikely a

couple of years ago, might be
tempted to accept But it Is not
as simple as that

If more than half vote to

accept the offer it will go
through. However, of the

' £350m debt 57 per cent is from
banks which have also lent to

Brent Walker. Those banks
want the Brent Walker debt to

be repaid as well, and if the

brat chance of getting that

money back is by not selling

William Hill for £360m then
they may be inclined to hang
on.

On the other hand, the cer-

tainty of £360m in cash now
compares with the uncertainty

of a stock market float later.

While the new issue market is

strong at present, there is no

denying that William Hfll

would not be the easiest bust -

ness to float.

Brent Walker believes it

could even refinance William

Hill’s debt next year - possibly

bringing in hew banks or per-

suading the Brent Walker
banks to take on the William

Hill debt — although privately

some of its advisers think this

unlikely to be achievable.

If it follows one- of the sale

routes, though, it will have to

take another hit on its balance

sheet. In the 1992 accounts Wil-

liam Hill was valued at

£701.lm, a figure which the
directors admit is significantly

too high. They can get away
with retaining the valuation

while William Hill is 100 per

cent owned, claiming the fall

in values is not “a permanent
diminution".

But a partial sale of William

Hill, or a successful resolution
- from Brent Walker's view-

point - of the dispute with
GrandMet, would set a new
value causing another substan-

tial asset write down in the

Brent Walker balance sheet

If Brent Walker thought its

problems were over the day
the refinancing was signed it

was wrong.. They were only
just beginning.

BIDDER/B4VESTOR TARGET SECTOR VALUE COMMENT

Alcatel Alsthom
(Ranee)

STC Submarine Systems
(UK)

Telecoms cable £600m Northern Tele-

com disposal

Western Gas Resources
[USJ/Louisrarui Land &
Exploration (US)

Units of Nereo (US) 09 & gas E340m Quick safes by
UK’s RTZ

Investor Group (US/

New Zealand)

New Zealand Ftefl (NZ) Transport El20m Privatisation

deal
• 'i

Krupp-Hoeseh (Germany) Krupp Lonrho
(Germany/UK)

Trading Cl09.4m Buying out -

Lonrho

¥

PDkington (UKJ/Techirrt

Ftnanziaria (Italy/

Argentina)

Sodeta Italians Vetro Glass £90m Privatisation

contract now
signed

Aitandr (Prance) Unit of Boots (UK) Retailing £40An Boots sells

French anti

Bromsgrove Industries

(UK)

Montgomery Corp (US) Engineering £2_33m Cash & paper

deal

Orvfs (US) British Ry Reels (UK) Fishing

equipment
£t.6m Cash deal

landed

Anglian Water (UK)/

America) Water Works
(US)

Joint venture Water £Q.13m Angia
expanding, not

diversifying

Alusuisse Lonza
(Switzerland)

Pharmaflex (UK) Printing n/a CMS disposal
•

All the Mcw ritiei hove been offered, this aruwuDcemeac appears as i nutter ofrecord only.

New Issue,July 1993

ff
HAKUTSURU SAKE BREWING CO., LTD.

(Incorporated in Kobe, Japan)

Private Placement

DM 30,000,000

Floating Rate Notes 1993 / 1998

Unconditionally and irrevocably guaranteed by

THE SAKURA BANK, LIMITED
(Incorporated in Tokyo, japan)

Issue Price: 100%

SAKURA BANK (DEUTSCHLAND) GMBH

NORINCHUKJN INTERNATIONAL. PLC BAYERJ5CHE LANDESBANK
G1ROZENTRALE

HELABA ASSET MANAGEMENT INDUSTRIESANK VON JAPAN
(DEUTSCHLAND) AKTIENGESELL5CHAPT

LANDESBANK SACHSEN
GCROEENTRALE

THE LONG-TERM CREDIT BANK OF JAPAN
(DEUTSCHLAND) AKTIENGE5ELL5CHAFT

SdDWESTDEUTSCHE LANDESBANK
GrROZENTRALE

BANK OF GREECE
USS150,000,000

Floating rate notes 1994

SCHNEIDER S.A.
soci£t£ ANONYME

Incorporated in France with limited liability
Registered office: 4. rue de Longchamp

75116 PARIS

Notice is herebygiven that the

rate ofinterest relating to the

aboue issue has been fixed at
5.25 percent hr the period
26 July 1993 to 26 October 1993.

Total interestpayable on
26October I9S3 will amount to

US$266.88perUS$10,000 note
and USS6.6?1.88per
US$250,000 note.

Agent: Morgan Guaranty
Trust Company

The holders of the 2 per cent Guaranteed Exchan-
geable Bonds due 20Q3 of SQUARE D Company
assembled into the General Meeting on 25th June 1993,
have nominated two substitute representatives of
the 'Masse' These representatives are:

M. Eric FOREST
78, avenue Fernand Lefevre
78300 POISSY

JPMorgan
M. Frddfcic BOBO
12, rue de Phalsboure
75017 Paris

THE BOARD OF DIRECTORS
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Exxon and Mobil
benefit from gas
price increase
By Richard Waters
In New York

EXXON and Mobil, two of
the biggest US energy groups,
exceeded market expectations
with second-quarter profits
which were boosted by a rise
in natural gas prices in the US
and the effects of substantial
cost-cutting.

The news sent shares in the
two groups higher in New
York on Friday afternoon and
supported other oil and gas
shares. Exxon ended the week
at $65%, up $% on Friday,
while Mobil rose $1% to $71.
Exxon reported net income

for the quarter of $L24bn, or 98
cents a share, up frota-$930m,
or 73 cents, in the same period
in 1992. Some $210m repre-
sented non-recurring credits,
mainly related to tax. com-
pared with credits of $24m in

the previous period, leaving a
gain in underlying net profits

of 13 per cent First-half net
income was up from $2J23bn to
$2.42bn.

Mr Lee Raymond, chairman,
said operating costs had been
cut by $200m during the quar-
ter, compared with a year ago.
Worldwide operating profits
from exploration and produc-

tion rose from $693m to $761m,
after a net increase of $43m in

nonrrecurring tax credits. The
rise reflected cost cutting,
mainly in North America, off-

set by lower crude oil prices
and a build-up in inventories
in the North Sea.

Operating earnings from
refining and marketing rose
from $185m to $446m ($47m of
the gain coming from non-re-
curring factors), owing to
lower costs and an increase in

margins outside the US. Chem-
ical operations made $86m,
against $119m a year ago. in
the face of weak demand and
excess industry capacity.
Mobil's second-quarter net

income jumped to $579m. or
$1.41 a share, from $255m. or 60
cents, as recent cost-cutting
took effect. Mr Allen Murray,
chairman, added: “Earnings
improved on higher US natural
gas prices and on our strong
presence in the growing Pacific
Rim martlets." Some $60m of

the gains came from tax cred-

its and other non-recurring
items.

Exploration and production
earnings rose from $32Lm to

$475m, while marketing and
refining income rose from
$25m to $l36m.

First-half net income of
$L.07bn was up from $382m in

the first six months of 1992,

excluding the effects of
accounting changes.

Bavaria to sell 8% stake
in Deutsche Aerospace
By Judy Dempsey frt Baffin

THE GERMAN state of Bavaria
yesterday confirmed it will sell

its 8.58 per cent stake in Deut-

sche Aerospace by the end of

the year. The sale is expected
to raise DM400m ($233m).

The stake, which will be sold

to Daimler-Benz, the parent
company of Dasa, follows Bav-
aria’s announcement on Friday

of plans to sell its 58.3 per cent
stake in Bayerwerk, the coun-

try's third largest utility, to

Viag. the large energy-hased
conglomerate.

The announcement coincides

with plans by Dasa to axe 8,000

workers by the end of 1994 in

response to recent budget cuts

and the economic downturn in

Germany. Last year. Dasa
recorded a loss of $217m on a
turnover of Sllbn.

The speed in which Mr
Rrimnnd Stoiber. prime minis-

ter of Bavaria, has pressed
ahead with privatisation

appears to point to a two-

pronged strategy by the Bavar-

ian government. On the one
hand, by reducing state inter-

ference in the economy, it

hopes to attract large conglom-

erates to Bavaria.

On the other, the Bavarian
government intends to pro-

mote an indigenous high-tech

industry in the state.

Shortfall at

Quantum
deepens in

quarter
By Paul AJsrahams

QUANTUM, tbe US chemicals
group which has agreed a
$322bn bid from Hanson, the
Anglo-American conglomer-
ate, reported a second-quarter
loss, before income tax benefit,

of $84.2m compared with a
loss of $68.3m for the same
quarter last year.
The results were worse than

expected. Tnniover fell from
$542m to $527m. Petrochemi-
cals sales fell from $425m to
5407m and generated a trading
loss of $5J>m compared with
an operating profit for the
same quarter last year of
$10.6m.
The group, tbe largest US

manufacturer of polyethylene,
said that sales of the product
were flat, and that average
selling prices were lower than
last year, particularly for high
density polyethylene.

The weak state of the Euro-

pean economies also affected

volumes, selling prices and
profit margins for the group’s
other main products.

The company said margins
were farther weakened by the

higher cost of ethylene, the
principle component for most
plastics, and the temporary
closure of the group’s ethylene

facility in Morris, Illinois.

Tbe propane operations, the
second largest in the US,
increased sales from $117m to

$120m. Operating profits were
$2.2m compared with a quar-
terly loss last year of 55.3m.

Burns Philp to

shed hardware
operations
BURNS Philp plans to shed its

hardware retail operations in

an A$400m (US$27Im) to

A$500m public flotation and
focus on expanding its food
business, Reuter reports from
Sydney.
The food and hardware

group intends to float off its

BBC Hardware unit as a sepa-

rate company in a year or so.

Burns Philp shareholders were
likely to be offered a chance to

take part In the flotation.

Sun rises on a new financial era in Tokyo
Robert Thomson examines moves by three Japanese banks in the securities business

WHAT THE BANK BROKING UNITS CAN DO
Primary Secondary
market market

Straight bonds Yes Yes
Convertible bonds Yea No
Warrant bands Yes No
Stocks No No
Stock Indent No No

Sara: Lang-Tam OwflM cd Japan.

CORPORATE BOND ISSUES IN JAPAN
Issues Amount

1989 28 Y749bn
1990 21 Y729bn
1991 S2 Y2fl66bn

1992 63 Y2,427bn
1993 106 Y3.820bn

Scores: Bond (AMbnanMnr* AasocWfon of Japan.

W HEN LTCB Securi-
ties opens the door
on a new financial

era in Japan today, employees
will be wearing uniforms dis-

tinctively different from that of

their parent institution, the
Long-Term Credit Bank of
Japan.
"The uniforms have to be not

only a different colour, but a
different style,” explained Mr
Shigeaki Katagiri, president of

LTCB Securities. "This is part
of tbe firewall between tbe
hank and the securities subsid-

iary. We also cannot call on a
client together with a bank
official. It has to be separate."
Three Japanese banks open

securities subsidiaries for busi-

ness today. But, as the finance

ministry's strict dress code
suggests, they will be limited

in their operations out of defer-

ence to a broking industry still

badly bruised by the collapse

of the Tokyo stodt market
But Mr Katagiri is enthusias-

tic about the opportunities cre-

ated by financial deregulation,

as are his counterparts at IBJ

Securities, a subsidiary of the

Industrial Bank of Japan, and
Normchukm Securities, owned
by the central agriculture
bank. All three operations

have found new offices down
the street or across the road
from their parent bank.
Before the stock market

crash, these banks were to be
allowed to house their securi-

ties subsidiaries at head office,

but by the time the Financial

System Reform Act became
effective in April this year, the

guidelines had been changed.

and tougher controls were
Imposed on dealings between
broker and bank.
In return for the banks’

entry into broking, existing
brokers are allowed to estab-

lish trust bank subsidiaries,

though they will not be
allowed Immediate access to
special large-lot securities
trusts and special loan trusts

in which public funds are
invested, protecting the terri-

tory of the trust banks.
The guiding principle of

financial reform in Japan is to

maintain a balance between
new opportunities and the old

players. As a result, only two
long-term credit institutions
and the agricultural hank will

open securities subsidiaries

today, while other commercial
banks may have to wait
another year or two.

These new broking compa-
nies are not permitted to deal

in stocks, but can trade in
straight bonds, and under-
write, though not trade in.

convertible bonds and warrant
bonds. The finance ministry

has promised a gradual easing

of restrictions, with timing
determined by the general
health of securities markets.
Mr Astuyoshi Yatsunami,

president of IBJ Securities, is

“not optimistic'’ about profits

for the next two to three years,

but "in due course” expects
earnings to Improve. For IBJ,

the opening of a securities sub-

sidiary is heavy with history,

as It underwrote the first batch
of Manchurian Railway bonds
in 1907 and has always seen
Itself as more than a bank.

IBJ’s close links to leading

Japanese companies had
prompted concern among bro-

kers. who thought it had an
unfair advantage and wanted
the firewalls to be as thick as

possible.

One limitation is that IBJ
Securities cannot lead manage
a bond issue for smaller com-
panies for whom IBJ is also the

lead commissioned bank.
“We hope that after two to

three years, some of the condi-

tions will be eased,” Mr Yat-

sunami said. “Hie global ten-

dency is to have more
deregulation in financial mar-
kets. We hope this will be grad-

ually realised in Japan.”

Hie emergence of the three

institutions comes against the
background of banks having
worked in the past to limit the
growth of the domestic corpo-

rate bond market, seen as a

threat to their role as compa-
nies’ main source of funds.
Restrictions were imposed on
the type of instrument and
length of maturity to protect

the traditional markets of the
three differing banks, the
long-term credit, trust and
commercial.

F inancial reform has
changed the terms of

that relationship and
reshuffled banks’ vested Inter-

ests, as Mr Katagiri explained.

He said Japanese companies
have more choice in ftind rais-

ing. and hanks are aware of

the shift towards tapping the

capital markets.

He expects the new compa-
nies will profit from the expan-
sion of the domestic corporate
bond market, particularly the

secondary market, while LTCB
Securities will use expertise

gained from tbe Euromarkets

to introduce new products in

Japan.
However, tbe finance minis-

try has been slow to accept
new products, and LTCB may
have to push hard for the
approval erf innovation.

US and European brokers
complain that, in other mar-
kets, an action is allowed
unless specifically prohibited,

but, in Japan, an action is for-

bidden unless specifically per-

mitted by the powerful minis-
try.

“Compared to the new issue

market, the secondary bond
market is almost non-existent

in Japan. Developing the sec-

ondary market is a priority for

the development of the new
issue market Compared to the

size of the economy, the new
issue market is very small,” he
said.

Employees at tbe new com-

panies have been drawn from
the international securities

operations of tbe banks, as
well as from the medium-sized
brokers with which they have

close ties. For example, IBJ has
close ties to Wako Securities,

New Japan Securities, and
Okasan Securities.

IBJ Securities has 140

employees, LTCB Securities 85,

and Norinchukin Securities 42.

Norinchukin plans to
take advantage of its rural

roots to offer underwriting ser-

vices “mainly with the
agriculture and marine-
related industries”, but intends

to provide a similar range of

services to the other two
houses.

Nestle sales growth slows down Earnings at Posco surge ahead
By Ian Rodger in Vienna

NESTLE, the world's largest food and
mineral waters group, said consolidated

sales improved by 4.5 per cent to

SFr27.5bn ($i8.2bn) in the first half-

year.

In the first quarter, the group's sales

rose 6 per cent and in the whole of last

year, they advanced by 8 per cent
NestlS indicated that the slower sales

growth was largely due to the impact of

the significant devaluations of the Ital-

ian. British and Spanish currencies on
its Swiss franc-denominated accounts.

The group said it expected that the

sales growth for the full year would be
higher than that In the first half and

that "a satisfactory consolidated net
profit” would be achieved.

First-half sales volume grew only 1

per cent and the group cited "a difficult

economic environment, especially in

most European countries”. It claimed
good progress in Asia and Latin Amer-
ica, and said the Brazilian market
improved. North American sales grew
“slightly”.

The acquisition of the Source Perrier

mineral water group had a favourable

impact on sales as did price increases in

some countries.

Nestlfe said it had detected “the first

signs of improvement” in European
markets, especially in the second quar-

ter.

By John Burton in Seoul

POHANG Iron & Steel (Posco), the

world's second largest steel company,
reported that net earnings rose by 40.7

per cent to Wonl33-9bn ($166m) during

the first half of 1993. Sales rose by 14.4

per rent to Won3,440bn.
The results, which were better than

expected, reflected a recovery in domes-
tic demand and strong exports to

China.
Demand from big steel-consuming

industries, including the motor vehicle

and shipbuilding sectors, has risen

recently as the depreciation of the Kor-

ean won against the Japanese yen
improves sales abroad.

Posco accounts for 75 per cent of steel

production in Korea.
China has emerged as the leading

overseas market for Korean steel prod-

ucts with shipments tripling so far this

year.

This has offset sluggish exports to

industrialised countries caused by the

economic slowdown and anti-dumping

duties imposed by the US.
Posco’s tense relations with the gov-

ernment of President Rim Young-sam
appears to have had little affect on its

gamings performance.

Posco fell into disfavour because
its founder, Mr Park Tae-joon,

opposed the election of Mr Kim last

year.

This omoanceswnt appear* as a matter of record only.

New Issue Jafy 1993

A
MITSUBISHI OIL COMPANY, LIMITED

¥30,000,000,000

2percent Convertible Bondsdue 2000

convertibleintosharesofcommonstockofMitsubishi OilCompany, Limbed

Issue Price 100 per cent

Yamaichi International (Europe) Limited

Mitsubishi Finance International pic NikkoEurope Pic

BaringBrothers& Co., Limbed CredbSuisseFastBoston Limited

KtelnwortBenson Limited Morgan StanleyInternational

S.G. WarburgSecurities

Mitsubishi TrustInternationalLimbed

Bank of Tokyo CapitalMarkets Limbed

Daiwa Europe Limited

Bank of Yokohama (Europe) SA.

Cresoale Limited

Goldman Sachs Internationallimited

LTCB International Limited

Sahara FinanceInternationalLimited

IBJinternational pic

Sumitomo FinanceInternationalpic

Nomura International

Barclays de Zoete Wedd Limited

RobertFleming& Co. Limited

Lehman Brothers International

NJf. Rothschild&Sons Limited
Smith New Court SecuritiesUntiled

J. Henry Schroder Wagg& Co. Limited

This announcement appears as a matter of record only.

New Issue July 1993

A
MITSUBISHI OIL COMPANY, LIMITED

U.S. $200,000,000

1% PER CENT. NOTES DUE 1997 WITHWARRANTS

ISSUE PRICE 100 PER CENX

Nikko Europe Pic

Mitsubishi Finance International pic Yamaichi International (Europe) Limited

Mitsubishi Trust International Limited Raring Brothers & Co., Limited

Credit Suisse First Boston Limited

IBJ International pic

Sumitomo Finance International pic

SjG. Warburg Securities

Dresdner Bank Aktieogesellschaft

Nomura International

Bank of Yokohama (Europe) SA.
Commerzbank Aktiengesellschaft

Robert Fleming & Co. Limited

Kankaku (Europe) Limited

LTCB International Limited

Ryoko Securities International Limited

Bank of Tokyo Capital Markets Limited

Kleinwort Benson Limited

Daiwa Europe Limited

Morgan Stanley International

ABN AMRO Bank N.Y.

Barclays de Zoete Wedd Limited

Credit Iyonnais Securities

Goldman Sachs Internationa] Limited

Lehman Brothers International

Marusan Europe Limited

Sakura Finance International Limited

Salomon Brothers International Limited Taiheiyo Europe Limited

Tokyo Securities Co. (Europe) Limited
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Rally threatens to run out of steam
BOTH ends of the US yield

carve were given a firm tog
upwards last week, ending a
period of equanimity in
shortterm Interest rates and
putting paid to the Beamingly

Inexorable march of long-term
rates to ever-lower levels. Just
a temporary setback, or the
beginning of the end for the
bond market’s prolonged rally?

The answer could become
clearer this week, as the latest

batch of economic data -

including provisional gross
domestic product for the sec-

ond quarter - reveals just how
fast the recovery is proceeding.

It was not difficult to see
why short-term yields rose.

Appearing before the House
Ranicing Committee on Tues-
day to deliver his biannual
Humphrey-Hawkins testimony,
Mr Alan Greenspan, chairman

of the Federal Reserve, sur-
prised the bond market with
what was taken to be a warn-
ing that interest rates would
have to go up in the near
future.

The bond market had

EUROPEAN BONDS

allowed itself to be reassured

by the inflation data for the

last two months. But Mr
Greenspan was having none of

it: consumer price inflation

had stabilised at around 3 per

cent, he said. With Federal
funds at the same level, real

interest rates were effectively

zero - a level that was not
sustainable indefinitely. The
level of real interest rates has

been upgraded by the Fed as
an economic Indicator, he said,

along with other indicators

hke the price of gold (which,

has bounced back from its sev-

en-year law this spring). The
significance of money supply
data had been downgraded. Mr
Greenspan's nhanga in empha-
sis hurt short-dated paper by
the end of the week, the yield

on two-year Treasury bills had
risen by some 25 basis points,

to AJ2 per cent
Mr Greenspan's inflation-

bashing mmmpntg should have
given heart to the long end of

the bond market. Instead, they

were taken as an excuse for a
round of profit-taking: a 6.5 per

cent yield bad been seen by

many as marking the floor for

long-term bond yields, and this

seemed as good an excuse as

any to lock in some of the

gains of recent weeks. From a
yield a week before of 6.54 per

cent, the long bond had wid-

ened out to 6.7 per cent at the

end of last week.
The progress of the Clinton

administration’s deficit-reduc-

tion package, and the prospect
of a deluge of new bonds from
companies, municipals and the
federal government, were also

hanging heavily over the long

bond. Hopes that a compromise
deficit-reduction bill between
tire Senate and Congress would
be stitched together before the
August recess were damaged
by a gathering corruption scan-

dal that threatens to engulf Mr
Dan Rostenkowski, a key Dem-
ocrat negotiator in the process.

Meanwhile, companies lined

up to lock In to low long-term
rates while they were still

around. Disney and Coca-Cola
led the charge down the yield

curve, producing the first 100-

year bonds in the US for nearly

four decades. Companies
tapped the markets for nearly

$lObn during the week, double

the level of the week before.

It all added up to a good rea-

son for investors to sell bonds.

But how for will the market
retreat? Data this week is

expected to maintain the posi-

tive tone that has supported

bonds for so long. Provisional

GDP figures for the second
quarter on Thursday are expec-

ted to show the economy
recovering steadily after its

first-quarter slowdown, at

around 2 per cent In the

midst of last week’s slide, at

least one thing remained con-

stant the yield curve flattened

further, a sign that inflation-

ary expectations are gradually
being squeezed out of the mar-
ket The gap between two and
30-year bond yields narrowed
by around is basis points, to

250 basis points. That at least

is some comfort for holders of

the long bond.

Richard Waters

Prospects depend on the ERM’s fate
ONCE again, the prospects for

European bond markets are
bound up with the fate of the
exchange rate mechanism,
which many economists and
investors think will stand or
foil depending on events this

week, or over the next few
weeks.

The first test is the release of
German inflation figures for

July, which are due to be
announced today, although
there were market rumours on
Friday that their release could
be delayed, because of fears

over market reaction.

“If the figures are bad. the
ERM will be attacked with
renewed force,” said Ms Alison

Cottrell, international econo-
mist at Midland Global Mar-
kets.

A deterioration following
last month's inflation figure of
4.2 per cent is expected, but a
substantial worsening will

make it harder for the Bundes-
bank to offer more than a
token easing of German inter-

est rates. Analysts say that at

this stage in the crisis a sub-
stantial easing of German

rates, perhaps as much as a
foil point, is needed to have
any real stabilising effect on
the currencies still in the ERM.
Market participants will be

watching for a move to ease
rates at both the repo early in
the week and the Bundesbank
council meeting on Thursday,
the last before council mem-
bers break for a month
(although the Bundesbank
could still ease other rates).

Even if the Germans do cut
rates this week, the ERM stQl

faces further potential pressure
at the beginning of August,
when a series of German eco-

nomic data including produc-
tion and employment are due.

Some analysts believe that
under these conditions the
ERM has become untenable.
“The shelf-life of the ERM is

pretty limited.” said Mr Neil
MacKinnon, chief economist at

Citibank, who argues that it is

not feasible to maintain inter-

est rates at doubledigit levels

when there is double-digit
unemployment, as is the case
in several European countries

at the moment

Paradoxically, in the case of

either a breakdown of the ERM
Or a maintenannp of the Status

quo. investors and economists
favour higher yielding Euro-
pean bond markets.
“An ERM break-up would be

dire for the Bund market,”
according to Ms Cottrell.

Although the D-Mark would
strengthen as a result, Ms Cot-
trell believes a stronger cur-

rency “would threaten the
prospects of economic recov-

ery”.

German bonds have bene-
fited from the perception of the
D-Mark as a safe haven, caus-

ing yield spreads of other Euro-
pean bonds to widen against
Germany. But this process
could now be reversed.

Mr Philip Saunders, fixed-in-

terest director of Guiness
Flight, the investment manage-
ment firm, said he is ’’not

enamoured” of the German
market, even though he thinks

that the Bundesbank will ulti-

mately come down on the side

of the ERM. Instead, he has
hedged the currency compo-
nent of other European bond

holdings into sterling.

“If yon remove the currency-
flight part of the equation,
then there don’t seem to be

good reasons to buy Germany."
he said.

Mr Robert Gambi, manager
of international bonds and cur-

rencies at AMP Asset Manage-
ment, holds a similar view.
“The current turmoil is provid-

ing us with a great opportunity

to become overweight in other
[European bond] markets.” For
example, he recently estab-

lished a new position in Danish
bonds, hedging the currency
exposure back into D-Marks.
Both economists and inves-

tors are taking the view that

the non-D-Mark bloc could be
poised to stage a strong rally.

A number of analysts favour
Italy, untrammelled by the
ERM, winch has already staged
a recovery in recent weeks,
and the French bond market
remains a favourite, though
Investors may not want to take
on exposure to the French
franc at the moment

Tracy Corrigan

Ratners Group pic
Ithe “Company")

£44,000,000

4% Convertible Bonds Due 2002
(che “Bonds")

Notice ofRedemption

THIS NOTICE IS IMPORTANT AND REQUIRES YOUR IMMEDI-
ATE ATTENTION. IF YOU ARE IN ANY DOUBT AS TO THE
ACTION YOU SHOULD TAKE, YOU SHOULD IMMEDIATELY
CONSULT YOUR STOCKBROKER, BANK MANAGER. SOLICI-
TOR, ACCOUNTANT OR OTHER INDEPENDENT PRO-
FESSIONAL ADVISER AUTHORISED UNDER THE FINANCIAL
SERVICESACT 1986.

NOTICE IS HEREBY GIVEN that, subject ro and m accordance with

Condinon 5(b) of the Bonds set out in Schedule I to die trust deed dated

30ih October, 1987 (che Trust CXsed") constituting the Bonds, die
Company is entitled to and will redeem on 27th August, 1993 (the

‘Redemption Dare") all of the Bonds then outstanding at a redemption
price of £5,050 per Bond, being 101% of the principal amount of each
Bond, plus interest accrued thereon to the Redemption Dace at a rate of

4% pet annum, making a total of £5,215 pet Bond (the “Redemption
Amount”).

The Redemption Amount in respect of each Bond will be payable on or
alter the Redemption Date upon surrenderofthe relevant definitive bearer

Ifond together with all unmatured interest Coupons appertaining thereto

at che specified office erf any of che Paying and Conversion Agents listed

below during normal business hours. If all the unmanned Coupons
appertaining to a Bond are not surrendered, the face amount of any such

missing Coujxmfs) will be deducted from the relevant Redemption
Amount payable to the relevant holder. Arty amount so deducted will be

paiJ in the manner mentioned above against surrender of die relevant

missing Coupon(s) before whichever is the brer of (a) the expiry of 12

years next following the Redemption Dare and (b) the expiry ofsix yean
next following the Interest payment date specified on the face of die

relevant Coupon(s).

NOTICE IS ALSO HEREBY GIVEN chat the period during which
holders of the Bonds may exercise die right r» convert their Bonds into

Ordinary Shares of a nominal value of 10 pence each in the Company
(“Ordinary Shares”) in accordance with the Trust Deed will end at die

close of business on 19th August, 1993.

In accordance with che requirements of the Trust Deed, holders of die

Bonds are informed than-

(a) the Conversion Price, as at the dace of this notice, at which holders

are entitled ro convert their Bonds into fully paid registered Ordinary

Shares o 456p per Ordinary Share;

(b) the dosing middle market quotation ofan Ordinary Share (as shown

by theLondon StockExchange Daily Official List) on 2IscJuly, 1993,

being the latest practicable date prior to (he publication of this

notice, was 30.5p. It should be oared that this figure is given for

guidance onlyand may have changed by che Redemption Date; and

(c) the aggregate principal amount ofthe Bonds outstandingon 21 siJuly,

1993, being die latest practicable date prior to the publication of this

nonce, was £40,000.

Principal Paying and Conversion Agent

Bankets TrustCompany
1 ,
Appoid Street.

Broadgate.

London EC2AZHE

Paying and Conversion Agents

Banque Indosue: Luxembourg Swiss Bank Corporation

39, Alfce Schaeffer Aeschenvonradc 1

2520 Luxembourg CH-4002 Basle

. Switzerland

This norice has been issued incompliance with (he termsofthe Trust Deed

and should not be taken as a recommendation ro exercise any conversion

righr or otherwise.

1 BankersTrust

La Company,London

26th July, 1993

PrincipalPayingand
Conversion Agent

WHAT GOOD’S
A GREENFIELD
SITE WITHOUT
FORESIGHT?

Starting up, retooling or Branding? Then

consider the New Tcwm that gw a tigit.

A workforce with the rig* skfc With

the right communications; within easy

reach are motorways, railways and two

international airports at Manchester and

Liverpool. With the right infrastructure,

treated ©cdusvefy to serve the business

canvnxttCy.

And. with some of Britain's finest

leisure and entertainment fadfties. and the

Lake and Peak Districts right on the

doorstep, the quality ofHe is rig* too.

No wonder u*Ve attracted a thriving

and healthy dversity of industry and com-

mote
Get the facts about Warrington rig*

now. YouU be impressed by just how
rig* it is.

Buyers retreat as air of

excitement evaporates
THE ATMOSPHERE of excite-

ment which has suffused the

gilts market, particularly at

the long end, showed signs of

abating last week.
Enthusiastic buyers, particu-

larly overseas investors who
have pushed yields to new
lows recently, have begun to

feel that they had had enough
excitement for the time being.

There are several powerful rea-

sons for this.

Firstly, recent economic data

hns been disturbingly buoyant
with retail sales rising and
exports outside the EC making
a strong showing. This was
compounded by a 05 per cent
gain for gross domestic prod-

uct in the second quarter, sug-

gesting that the UK might see

2 per cent growth this year.

Second, there is the increas-

ingly unpredictable political

situation ahead of the Christ-

church by-election and follow-

ing the Government’s defeat on
Thursday in its vote on the

social chapter of the Maas-
tricht treaty.

Finally, the supply argu-

ments are starting to look
authorative. Another huge gov-

ernment bond auction takes
place on Wednesday, adding
£3-25hn worth of stock matur-
ing in 200L
Yields within the five to 10-

year range rose quite sharply
last week and the very short-

dated maturities were rela-

tively firm. But the long end of

the yield curve was barely

UKgSteytefcf
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changed with 8.75 per cent
stock dated 2017 still offering

less than 8 per cent by the
close of dealing on Friday.

However, as Mr Roger
Bootle, chief economist at Mid-
land Global Markets, says:

“The characteristics of this

market astound those who
haven’t taken on the low infla-

tionary view."

It is that growing confidence
in the long-term economic fun-

damentals of the UK, particu-

larly the belief in steady
growth combined with low
inflation, that inspires most
economists to believe in a con-
tinuation of the downward
trend in long-dated yields.

Mr Bootle sees long yields

hitting 7.75 per cent by the end
of the year. He is also confi-

dent that base rates can foil by
jmnthpf point within the garng

period - and possibly by as

mnrii as another three points -

which would bring down short-

dated yields.

At S.G. Warburg Securities,

economist Mr Kit Juckes is

equally confident that rates

will fall further, arguing that

the Maastricht vote tension,

only increases that likelihood.

“Worried politicians are rate

cut politicians,'’ he says.

Gilts bave reflected that con-

fidence. Every time there is a
dip in prices, buyers return
and push the price back up.
Gilts were dented by the high,

street sales figures and early

political- worries but they
fought back later, and after a
gat reaction on Friday morn-
ing they largely ignored the
government’s defeat
The consensus, therefore, is

that the market will continue
onwards and upwards - but
not just yet The -government
feces a by-election this weds:

and is unlikely to ease before-

hand. And, overseas investors

could start to take profits over
the next few days.

Longer term, however, a
more cautious view is

expressed by Mr Ian Hamatt
economist at Soctete G£n6rale

Strauss Turnbull. “Despite
inflation at a 30-year low. we
remain sceptical about the i

ability of the government to
deliver non-inflatibnary

j

growth.” he says.
j

Peter John I

Kellogg to

go ahead

with $200m
debt issue

By Karen Zagor to New Yoris

KELLOGG, the .US. cereals

group which posted a profits

warning earlier this year, has

turned in second-quarter earn-

ings in line with its predictions

and said it would -'go ahead
with a debt issue of ?20Gm. -

The company also increased

its stock dividend to 34 cents a
share from 32 cents. Net
.income for the three months
ended June fell 14 per cent to

(142.7m, on sales which slid

nearly 3 per cent to $L54bn.
Famines per share were 9 per
cent lower at G2 cents from 68

cents.

In May, Kellogg warned
that its second-quarter earn-

ings would be hit by unfavour-
able exchange rates, trade
inventory adjustments and
unexpectedly slow economic
recoveries in its key markets,
including Europe, Mexico and
Australia-

Mr Arnold Langbo, Kellogg's

chief executive, said the com-
pany still expects to post
record results for the foil year,

“and we remain committed to
delivering low double-digit

growth in earnings per share
overtime".
For the first six months,

Kellogg had net income of
$32L8m, or $1.38, on sales of

$3.06bn compared with profits

of $lOQ.6m, or 43 cents on sales

of $3.tbn a year ago.

FT/1SMA INTERNATIONAL BOND SERVICE
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Residential Property
Securities No. 1 PLC

£200,000,000

Mortgage Backed Floating Rate Notes 2018

Notice of Partial Redemption
khWaibun Sc Co.Ltd. announce chat Notts for the nominal amount

0(^00,000 haw been drawn for redemption on 26th Au
1993, in accordance with Cause 5(b) of the Terms and Cone

of the Notes.

The distinctive numbers of the Notes drawn, are as follows-.

-

157 175 193 212 231 249 267 286 304 322
342 360 379 398 416 434 453 471 4S9 509
527 545 565 583 601 620 638 656 675 693
1191 1211 1229 1248 1267 1285 1303 1222 1340 1358
1377 1396 1414 1433 1451 1469 1488 1508 1526 1545
1563 1581 1600 1618 1637

On 26th August, 1993 there will become due and parable ujwn
presentation of each Note drawn for redemption, die principal amount
thereof, rogetber with accrued interest to said dare, at the office of:-

S.G.Warburg & Co. Ltd.
2 Finsbury Avenue, London EC2M 2PA

or one of the other paying agents named on the Notes.

In^^1

*
CCaSC on the Notes called for redemption on and

after 26th August, 1993 and Notes so presented for payment should
bave attached all Coupons maturing after rhar date.

495.300,000 nominal amount of Notes will remain outstanding
after 26th August, 1993.

2o/b July, 1993
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INTERNATIONAL BONDS

Sterling convertible bonds return to favour
THE POUND’S reversal of fortune
In recent months has provided a
welcome boost for sterling-denomi-
nated convertible bonds. As last
week's successful £91m convertible
bond Issue from SG Warburg Group
demonstrated, continental Euro-
pean investors are avid buyers of
Eorosterling equity-linked paper,
they are keen on the currency, feel
they have protection on the down-
side, and they expect to see a recov-
ery in the stock market perfor-
mance in a few months’ time.
How things have changed. Less

'

than a year ago, sterling was
branded the black sheep of the
European exchange rate mechnniQm
as repeated attempts to support the
pound failed, leading to sterling's
ignominious departure from the
ERM last September. That left the
Bank of England free to cut interest
rates quite dramatically with the
result that the yield curve shifted
from inverted to positive. Since
then, sterling has enjoyed a revival
from overseas investors either
looking for the currency to appreci-
ate or, in more recent tunes, regard-

NEWS Corporation, the Australian
medJa group, is to raise
USS25Qm through an issue of guar-
anteed cumulative preference
shares, writes Bruce Jacques in
Sydney.
The issue is being made through

Newscorp Overseas which is selling
10m cumulative preference shares.
The shares carry an 8% per cent
coupon and are guaranteed by
News Corporation. Funds will be

used for “general corporate pur-
poses”.
The issue is mdovritta by Mer-

rill Lynch, Allen & Co, Oppen-
heimer & Co, PaineWebber, Pru-
dential Securities and Shearson
Lehman Brothers. Merrill Lynch
also acted as lead manager.
Directors said the shares would

be rated BBB minus by Standard &
Poor’s Corp and B1 by Moody's
Investors Service.

ing it as a safe haven while other
ERM currencies take a buffeting.
The fall in interest rates has

meant that UK companies have
been able to Issue convertible
with much lower coupons thnw cir-
cumstances would have dictated a
year ago - hence the flood of equi-
ty-linked offerings from namw such
as Inchcape (the UK-based motor
and business-services group), Sedg-
wick (the insurance broker), P&O
(the transport group), and York-
shire Water.
“Prom the investors’ point of

view, they may be dropping a bit in

bond yield when they buy a con-
vertible bond [as opposed to a
straight bond], but they expect In
six or 12-months' Hmp to be riding
on the back of a very strong equity
market as the recovery in the UK
economy taypg off," says one con-
vertible bond specialist.

A fund manngpr at a French banlf

says: “We've been very positive on
these convertible bond Issues: we
like the quality of the paper, the
pricings were in lint* with the mar-
ket, we're positive on the pound and
we're positive on the stock market"
The string of successes was inter-

rupted by Allied-Lyons, the drinks,

food and retailing group, which
launched a £200m, 15-year convert-
ible bond issue in May. The deal
was deemed a flop at the time, with
many claiming it had been mis-
priced, although the price has since

recovered. Some felt at the time
that that failure might Hnnt ApmapR
for fbrther issues although that has
not proved the case.

Indeed, one of the market's
talking points is who might come
next There are rumours that one of

the power or electricity companies
might launch a convertible bond
shortly. Equity-linked experts point

out that some of the banks would
be suitable candidates given that
they are seen as “recovery plays".
likH the insurance companies which
have already tapped the sterling
convertible bond sector. “There are

some deals in the pipeline, but per-

haps they are looking lor that extra
interest rate cut before they go
ahead." says one analyst.

There is also plenty of discussion
about the trend in coupons, which
have been in the range of &25 per

cent (for Inchcape) to say 7.25 per
cent (for Sedgwick). For Swiss and
other continental investors, these
coupons are still seen as attractive.

Recent issues have tended to come
at the lower end of the indicated

coupon range, and the higher end of
the indicated conversion premium
range. Some convertible bond
experts wonder whether the next
issuer will be able to breach the 6
per cant coupon level.

“I think to break through 6 per
cent you would need to have a
really good, top ten name, and it

would be difficult, especially since

short-term interest rates have edged
up a touch," argues one equity-

linked specialist while conceding
that “the temptation for the bor-

rower to push through 6 per cent

must be overwhelming".
Another expert argues: “You cer-

tainly could get a coupon of below 6
per cent, but investors are generally

yield-hungry so in terms of the mar-
ket we know that deals go better

with a higher coupon."

Sara Webb

NEW INTERNATIONAL BOND ISSUES
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RISK AND REWARD

Watchdog growls at

the door of the swaps
dealing community

Question: When is a
S4,000bn monster
really a $144bn pus-
sycat? Answer:
When the interna-
tional swaps ripping

community realises

that its self-promot-
ional enthusiasm
has attracted a reg-

ulatory wolf to its door.

The International Swaps and
Derivatives Association, the trade
group that represents derivatives
market participants, has made a
great effort in the last five years to

let the world know that derivatives'

trading has become a huge and
vitally important business.

“Derivatives" is a catch-all term
that usually represents contracts or

securities whose values are pegged
to traditional finanrtai products like

shares and bonds.
As well as standardised contracts

such as futures, traded on
exchanges, a market in over-the-

counter derivatives, mainly swaps,
ha* fraan developed among banks
and securities firms. These are
products specially tailored to suit

the needs of the end-user, and the

market has proved highly profitable

for many participants, whom 1SDA
represents.

In an interest rate swap, one
party swaps the cash flow of float-

ing-rate liabilities for a counter-

party’s fixed-rate liabilities. Swap
dealers act as match-makers, find-

ing suitable counterparties or act-

ing as counterparties themselves.

Estimates of market size, supplied

by ISDA. grew from S2,000bn to

$4,000bn in notional value between
1991 and 1992, while the US Federal

Reserve recently said the figure

could be a high as $7,000bn.

Regulators have become con-
cerned about such large amounts of

money exposed in novel ways to

credit, settlement, market, and sys-

temic risks. The natural response

by regulators was to take a good
look at the products, and determine

if they needed to checked.

The dealing community realised

too late the mistake It had made,
and began back-pedaling rapidly. It

organised its own study of the mar-

ket, under the cloak of the Washing-
ton-based think-tank, the Group of

30, to demystify and deflate the

scope of derivatives trading.

“By any measure," the G30 report

said, "derivatives are a rnsjor finan-

cial activity. Some have even por-

trayed it as a multi-trillion dollar

business dwarfing activity in other

financial markets. But a more care-

ful comparison reveals that, while

derivatives activity is growing rap-

idly. its size remains modest in rela-

tion to foreign exchange, bonds, or
equities." One ISDA board member
admits that: “It was probably a mis-

take to have focused on notional

value [amount of the total assets] of

derivatives. Notional value means
nothing in relation to capital risked

in derivatives trades. It has back-

fired on us."

To follow up on the G30 report,

I5DA plans to publish “marked to

market" derivatives values in the

future. These figures represent only

the capital risked in a derivatives

deal, and should amount to less

than 5 per cent of notional value.

A G30 report supplement puts
market value of all over-the-counter

derivatives positions at the 50 larg-

est US bank holding companies in

1992 at only $l44bn - or about 11

per cent of bank assets.

Whether this slimming act will

deflect regulators' concerns remains
to be seen. ISDA members will con-
vene in New York this week to dis-

cuss the G30 report and its recom-
mendations, which lean heavily on
sound management practices.

Despite the conclusion by Mr
Paul Volker, G30 chairman, that no
new regulations are needed for

derivatives trading, dealers know
that important new constraints are

already in the pipeline and could
have a significant impact on how
they do business.

Laurie Morse

Correction

SG Warburg was last week wrongly
described as the architect of a new
money purchase service with a
guaranteed fund In feet, Mercury
Asset Management (MAM) is offer-

ing the product through its Mercury
Life Assurance Company subsid-
iary. Munich Reinsurance has
agreed to provide reinsurance on
the potential liabilities of Mercury
Life in connection with, the guaran-
teed fund. MAM is 75 per cent
owned by the SG Warburg group.

*

NOTICE OF RKPfiMPPQM

MORTGAGE SECURITIES (N03) PT£

£117,000,000 Multi-Class Mortgage Backed

Floating Rate Notes due 2035

Notice is hereby given that, pursuant to Condition 5(c) of the

Note*, the Issuer shall redeem:

£6206.00 per Class Ai Note

£0.00 per Class A2 Note

£0.00 per Class A3 Note

on the next Interest Payment Date, being July 30. 1993.

MORTGAGE SECURITIES (NO.3) PLC
Dated: July 26, 1993

DON’T
TRAVEL
WITHOUT

LIVER
AN

INTEGRAL

PART

OF THE

MANCHESTER

2000

OLYMPIC

BID

-Ml

POOL
The teamwork, the expertise, the

drive. If aH adds up to the essence of true Olympic spirit.

It's this tradition of combined effort which

is giving the Manchester 2000 bid the competitive edge,

with Manchester and Liverpool joining forces to

really make it happen for Britain and the North West.

A winning team which will see Merseyside,

and Liverpool in particular, playing host to important

events in the Games.

And at the heart of these efforts beats the energy of the

Merseyside Development Corporation, which is

committed to making the proposed events in Liverpool a

reality. Events will take place in a

purpose-built, state-of-the-art complex designed by Sir

Richard Rogers and situated in

the unique waterfront location of Kings Dock.

It is this involvement and support which will not only help to

bring the Olympics back to Britain but as a result will focus

the eyes of the world on the North West. A task which the,

Merseyside Development Corporation is proud to be part of.

MERSEYSIDE
DEVELOPMENT CORPORATION

4lh Floor, Royal Liver Building, Pier Head, Liverpool L3 UH
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THE WEEK AHEAD
ECONOMICS

More bad news for France
FRIDAY WILL be an
uncomfortable day for the
French government with the
release of unemployment statis-

tics for June. The expected rise
in the rate of unemployment to

U.6 per cent comes at a time
when the government is under
pressure to ease monetary policy,

but Is prevented from doing so
because of Its commitment to
keeping the franc at its current
value against other European
currencies.

Until German; rases its inter'

est rates, short of leaving the
European exchange rate mecha-
nism, it appears that the French
government will have to preside
over the unpopular combination
of high unemployment and high
real interest rates.

There will be no easing of pres-
sure on the UK government this
week. Although strong economic
statistics are working in the gov-
ernment's favour - the Confeder-
ation of British. Industry's indus-
trial trends survey tomorrow is

expected to confirm a steady eco-
nomic recovery - the Conserva-
tive party looks set to lose the
Christchurch by-electlon on
Thursday.
The following are some of the

week's other economic highlights
and events. The figures in brack-
ets are the median of economists’
forecasts from MMS Interna-
tional, a financial information
company.
Today: UK, Franco-Britlsh

summit attended by Mttterand,
Balladur and Major. Germany,
July cost of living for Baden-
wuertt and Hessen. US, Jane
existing home sales.

Tomorrow: UK, parliamentary
recess begins; Q2 CBI quarterly
industrial trends survey. US,
July consumer confidence (57.0);

France
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Johnson Redbook week ended
July 24. Japan, Jane retail sales

(down 5.4 per cent cm the year).

Australia, Reserve Bank of Aus-
tralia board meeting.
Wednesday: US, June durable

goods orders (up 1 per cent),

durable shipments. Canada, June
Industrial production price index

(up 0.1 per cent cm month), raw
materials price Index (down 0.S

per cent on month). Australia, Q2
consumer prices Index (up 0.5 per
cent on quarter, up 2 per cent on
year).
Thursday: UK, Christchurch

by-election- Germany, Bundes-
bank council meeting in Frank-
furt. Summer recess follows with
no more meetings until August
26. US, advance figures for Q2
GDP (up 22 per cent), advance
deflator (up 2A per cent); Initial

claims week ended July 24
(349,000); state benefits week
ended July 17; June export price
Index, impart price Index; money
supply data for week ended July
19. Canada, May employment

earnings (up 2 per cent on year).

Japan, June industrial produc-

tion (up L6 per cent), shipments.

Australia, June current account

(ASl.Sbn deficit), building
approvals (up 4 per cent).

Friday: France, June unem-
ployment rate (H-fi per cent). US,

June new home sales (614.000),

personal Income (up 0.1 per cent);

July Chicago NAPM; July Michi-

gan sentiment; July agriculture

prices; June bank credit. Canada,
May real GDP (up 0.1 per cent on
month). Japan, July Tokyo CPI
(up 1.4 per cent on year), exclu-

ding perishables (up 1.4 per cant

on year), national CPI (up 0-9 per

cent on year), excluding perish-

ables (up 1.1 per emit on year);

June unemployment rate, con-

struction orders, construction
starts, housing starts (up 2.2 per

cent on. year).

Daring the week: Germany,
June Import prices (flat on
month, down 3.2 per cent on
year); July cost of living for Bav-
aria and Nord-rhlne Westphalia,
preliminary cost of living (up 0.1

per cent on month, up 43 per
cent on year). Italy, June M2 (tip

6.1 per cent on year), bank lend-

ing (up 5 per cent on year), trade
balance (Ll.GtrlUion surplus),
balance of payments (LItrillion

surplus), foreign exchange
reserves (L87trUllon). Spain, Q2
unemployment rate (22.4 per
cent); May industrial production
(down 5 per cent on year). Bel-
gium. June CPI (up 2.6 per cent

on year). Switzerland. Jane
Geneva CPL Japan. LDP elects

party president; July wholesale
prices index - second ten days.

Emma Tucker

RESULTS DUE

ON Thursday, Imperial Chemical
Industries, the UK's largest

chemical group, reports Its first

interim results without its blosci-

ence business. Zeneca. Industry
analysts' forecasts reckon pre-tax

profits will be down from last

year's £159m (excluding excep-
tional) to about £140m_ Figures
will also be given for the old ICI,

which included Zeneca.
Cost-cutting should yield some

significant savings and the
results will have benefited from a
weak pound.
The performance of the Indus-

trial chemicals division will also

be closely watched. Its titanium
dioxide and caustic businesses
are struggling but chemicals and
polymers are expected to post
significant Improvements.

Zeneca, ICI’s former bioscience
business, also reports its half-
year results on Thursday. Ana-
lysts expect it to report pre-tax
profits at between £330m and
£340m. Of particular interest will

be the performance of the phar-
maceuticals division.

The extent of the decline of
Tenormin, once Zeneca's best-

selling drug before Its patents

expired In the US, will be
watched carefully, as will the
growth of the four growth prod-
ucts - Zestril, a heart drug, the
cancer products Zoladex and Nol-
vadex. and the anaesthetic Dlpri-

van.
Some analysts are predicting

an unexpected upturn In the
agrochemicals division, after
Monsanto this week reported a
significant increase in sales of its

herbicide Roundup In the US.
Reuters, the international infor-

mation and news group, is expec-
ted to report an increase in
interim pre-tax profits from
£L87m to about 2210m tomorrow.
Interest will centre on whether
the group plans to distribute
some of Its £710m cash pile to

shareholshareholders - and on
the progress of new dealing
systems such as Globes, which
serves financial futures and
options markets, and Dealing
2000-2, the group's automated for-

eign exchange product
BAT Industries, the tobacco to

insurance conglomerate, Is

expected to show increased
interim pre-tax profits on
Wednesday. Despite concerns

about the prospects for the
group's US tobacco business,
profits are predicted to rise to
£7iom-£780m (£672m a year ear-

lier). Eagle Star, the non-life
Insurance subsidiary, Is gradu-
ally recovering profitability.

The Interim reporting season
for clearing banks starts on Fri-

day with Uoyds, which is expec-
ted to show less of a rebound in
profits than other banks because
of greater consistency In earn-
ings in the past two years.

Lloyds is also expected to be
under some pressure In Its net
interest income because Its UK
loan book has been coni
But analysts expect It to hi

from around £10Qm of release of

less developed country debt.

Analysts expect a rise in pre-
tax profits to £450m-£660m
(£309m). Provisions for bad and
doubtful debts are expected to
foil to between £250m and £270m
from £347m.

British Telecommunications is

reporting first quarter results on
Wednesday. Pre-tax profits will

be around £7B0m (£73 Lm). accord-
ing to our forecast

PARLIAMENTARY

DIARY

TODAY
Commons: Questions to Transport

ministers, PubSc Accounts

Commission, Commons Commission
and Commons Leader.

Summer adjournment debate.

ConsoBdated Fund (Appropriation)

BID, aU stages, fotiowed by an
aMijht session of backbench

Londs: Statute Law Repeals BUI,

Ihvd reading.

Pension Schemes BO, third reading.

Pension Schemes (Northern Ireland)

SOI, third rawing.
Highland Regional Council (Wester
Bridge) Oder Confirmation BID, third

nsadhg.
Education BIB, Commons
amendments. Criminal Justice Bil,

Commons amendments. Agriculture

Bta, Commons amendments.

Select committee: Employment,
subject - the management of

redundancies. witness: Mr NeB
Clarke, chairman, British Coal (5pm,
room 15).

N TOMORROW
Commons: Short backbench
debates.

Lords: Finance Sffl, ell stages.

Criminal Justice BID, Commons
amendments.
Debate on call for aid to Refugee
Council.

WEDNESDAY
Commons: Not sitting.

Lords: Noise and Statutory Nuisance
BO), committee.
Defence estimates debate.
Select committee: Health, subject

- public expenditure on health and
sodal services- Witness: Mrs Virginia

Bottomtey, health secretary (4.15pm,

room Q).

The Commons rises tor the summer
break tomorrow end the Lords on
Wednesday.
Pears return on October 11 and
MPa on October 1&
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UK COMPANIES

TODAY
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COMPANY MEETINGS:
Andrews Sykas, 139. etabopagare, EC, 1CJ0
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COMPANY MSTMG3:
AAH Fudge, Cab Royat eg, t*gm* Street
W, IZOO
Aowratiam ML, taetftutn of Dhsctora Ilk
PM1 MaB, S.W, llta

AspreoTIteWertbwy. BondStreet MtaMr,
w, uta
BBS teoup, Great Hotrt, Lrteestar, IZOO
Brbtrti Teleoaeb Hsnogme btL Centre
HsnoaBta North YBrka, ZOO
BuMr. (AH Bypaa Road. Btortia Oam.
rtrwi

CamrtOe, ABwnHun Hotet HZ PtaoetaY.
w, iota
East MMnotla eobfcRz Reyrt Crtrim,

Notttaghrtn, llta
notes Group, FtobxCorflraZI, CaxUt
Street W, 1X00
Heme (PltontPerewHeg Hotrt. Sittsi
CabSMt IZOO
Havrte>WtrtieQ,Pno«nbHouaaCteWcpher

.

Manta Hoad. Pestoog Bsees, llta
Hogg RoMneon, London Praei Craitra New
Street Square, EC, 1030
Meawab, 8artred Road, CHeetar; llta
New ThmtontBD That 188. ntopSRb
EC, IZOO
(Word bwbienertta Okl SWtan Wsy. ^nrtren.
Wtnay, Oxen, iita
RtoolZ Manehaetar Ahptbt Won Hobt
Manchester, Z30
Scetarti Hydro Beotrla Perth CBy Hi*, llta
TR Property bw. Treat Z Ftaebury Amnue,
EjC, ISta
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Pater Sheet Mrtwheeiar. llta
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Ptate

__
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Unfteoh
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'

Darby TsL
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COMPANY MEETINGS:
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Cbrtnbsrita s HH, Chudoay Foundry, WWsrtL,
IZOO
Moritoa Bimm, Porta Cmrt Hotel Jannyn
Street St Jamba 8.W., Bta
PMWmouBi ASuadretobi Wewspspare . Wane
Canto, Hfaea. ftjrtnnouth, IZta
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msiWy emlrtriaunaeppinMiieirty sh reeebs -

aflartfw board OMettag re appRMlha
preMtartyianM.

CONFERENCES & EXHIBITIONS CONTRACTS & TENDERS

JULY-SEPTEMBER
Pay and FHa
Ernst & Young will be bolding Pay and

File seminars around the cmrnuy,

Fat further iaCanaatiaa please contact

Jane McKone, Ernst & Young no:

071 931 4750 or Gut t». 071 928 1345.

Please tali with any queries.

COUNTRYWIDE

AUGUST 5-8

The NEC August Fair
Wiili theme of 'Antiques For Everyone1

this fair will consist of 500 Exhibitors

showing a broad rouge of antiques, fine art

end objei d'art. All exhibits will be
examined by the Honorary Veiling
Committee. Open 2pm-9pm (5 Aug)
l lam-8pm (g/7 Aug) l Lun-tipm (8 Aug).

Enquiries: Linda Colben -

Centre Exhibitions

Tel: 021 780 4141 (ext Z7<S0)

BIRMINGHAM

SEPTEMBER 1

Winning Corporate Beauty
Parades ....
An intensive one-day seminar for

developing individual presentational skills

related to the an of winning new business

on a one-to-one or group basis. An
experienced (earn df international trainers

will also conduct individual workshops.

Course notes and video assessments

included.

Contact ASMm 081 341 1222 Fax: 081 340 5763

LONDON

SEPTEMBER 14
The Future of European

Securities Trading
Major conference to examine the Issues

rising from the Integration of European

Securities Markets. Speakers Include:

Chairman of ibe London, Paris,

Amsterdam, Copenhagen and

Luxembourg Stock Exchanges; tod senior

representatives form Mercury Asset

Management and Lombard Odkr.

ConUct Alaor Elgar,

Daw Jones Teleram

Tch 071 832 9332 Fkuc 07| 353 2791

LONDON

SEPTEMBER 15
"

How to Manage a Small,

Rapidly Growing Company
The definitive courao for MDs and CEOs
on bow do aoaxssAiliy expend operations

by planning for and managing growth.

Enquiries Director Conferences

Tel: 071 730 0022.

LONDON

SEPTEMBER 15

Managing Organizational

Change- A Business

Imperative
Nolan. Norton & Co. one tiny

saninar/paitidpttiva workshop for Chief

Executives, Finance Directors anti

Business Managers- Focusing on

pragmatic arel renl-wodd experience of

Issues associated with managing mqjor

^^S^SWbdilly.txmtion-
CallUsa Waltons:

m- 0?1832 8295

F« 071 8328650 LONDON

SEPTEMBER 22-25
24tfi Annual Conference on
Technical Analysis
Residential at Christ's College,

Cambridge. International attendance and
content. Wide range of topics covered by
major international speakers including

Martin Pringand Nick KnighL

Details and programme from Brenda

Goldsmith, Investment Research of

Cambridge Ltd, a member of IMRO. an
0223356231

CAMBRIDGE

SEPTEMBER 29 & 30
Managing Business Regulation

Effectively
A two-day conference for directors and

senior managers, focussing on risks

associated with various company
compliance issuos and bow to manage
them successfully. Chairman: The Rl
Hon. Lord Donaldson of Lymioglon,
Chainntm of tile Ftaaswal Law PancL
Onnftwt: Patricia Sheldon, Oec Conferences

Teb 071 538 5386 Fax: 071 538 8623

LONDON

SEPT 29/30 & OCT 1

The Health of Nations 1993
Health of Nations: Demand, Coal &
Efficiency on policy issues and impact on

providers, supplied and ioveaora. James
Watson, Rolf Krebs and Lady CUmbertage

address this international conference

sponsored by The Wall Street Jonnul
Europe, medical, pharmaceutical, health

care bodies, consultancies sod banks
Information: Cityforum Ltd

Tel:0225-466744 Fax: 022S4429Q3

EDINBURGH

SEPTEMBER - DECEMBER
Making Multimedia Work
FfarYou
The UK’s first series of ’Hands-On
Multimedia" workshops for Mac A
Windows users. Learn bow to apply
mtddmaSa to your business imasdsaiely

and produce interactive presentations that

s« yuu apart from your competition.

Contact: Cheryl Foreman
Onto(Media

Tefc 071 410 9191 Flue 071 729 S930

LONDON & COUNTRYWIDE

OCTOBER 4

-

NOVEMBER 22
FT-Clty Course
The objective of the courae is to provide

an understanding of all aspects of the

operations of the City and the factors that

make It g pre-eminent financial and
trading centre. Enquiries FtBandol Times
TH: 071 8149770
Frim 07 L 873 3973/3909

LONDON

OCTOBER 5-6

The Frieghtoonnactkm

Conference & Exhibition “93

A eonftftuw examining transport mtama
and opportunities affecting road ft

railfreight movements in Europe.
Covering combined transport, road
charging, railfntigfct priviieation, channel
funnel developments. Speakers include
Roger Freeman MP, Sir Absbtir Morton,
Graeme Dunlop. Contact: Iain Dak, The
WaterfftMU Partnership.

Tel: 071 730 CM30 Fax: 071 7300480

MANCHESTER

OCTOBER 11 & 12
The 2nd Annual Russian Gas
Conference: Opportunities for
Trade and Investment In the
Russian and CIS Gas
Industries
Convened by The RUA, The Centre for

Foreign Inveatment Privatisation,

Moscow, Petroleum Intelligence Weekly
and Russian Strategic Services.

Enquiries: RITA Conferences, The Royal
institute of International Affaire. Qnnttom
House, 10 Si James's Square, London
SW1Y4LE Tet 071 957 5700

Flue 071 957 5710

LONDON

OCTOBER 12&13
Retailing In the 90s
The aim of the meeting is to provide a
high-level forum to review the

opportunities and challenges facing the

industry, consider partnerships and
customer needs as well as performance
and profitability.

Enquiries: Financial Times
Tet 071-814 9770
Fax: 071-873 3975/3969

LONDON

OCTOBER 18 & 19
International Packaging and
the Environment
This conference will look at legislation

and the opportunities and problems facing

the packaging industry and Us customers.

Co-operation in the packaging chain,

recycling or incineration, and
opportunities for new uses of resources

wfll be examined. Enquiries:

Financial Times Tet 071-814 9770
Fax: 071-873 3975/3969

LONDON

OCTOBER 20-21

Know Your Competitors
Competitor [ntefllgence ft Analysis Inc.

Benchmarking

A practical two day semlnar/workshop
bran the LflC* No 1 apertialirtn Practical

use exercise, successful case studies.

Guest speaker who is head of a major

company's intelligence unit.

Contact Patricia Domund
EMP Imettlgenoc Service

Tet 071-487-5085 Fax:071-935-1640

LONDON

NOVEMBER 10™
Hong Kong Works
A Hong Kong Governmen LfluitiiLota of

Directors Conference focusing on the

increasing strategic importance of (tong

Kong as the inieuational business centre

in East Asia. Speakers include the Prime

Minister and Governor of Hong Kang.
Enquiries: DirectorConferences

071-730 0022.

LONDON

INTERNATIONAL

AUGUST 10-11 & 17-18
Global Trends and Strategic

Alliances
Unique two-day International Seminar for

Manges bn San Frandaco provides new
iorighca into global trends and Obturates

how to manage alliance* and business

relationships effectively. Session is

interactive, intensive, and Informative,

Contact: Marcar Management Seminsis
Ttb l (415) 57I-6U6
Fax I (415) 374-3392

SAN FRANCISCO

SEPTEMBER 3-6

UAGEF Autumn 93
International exhibition of houseware,

crystal, ceramics, gifts, silverware,

jewellery, pweians end semi-precious

strata, email electric appliances.

For further Infuiuiatioa, contact:

Flera Milano.

Largo DomodoanJa t,

20145 Milan,

TcipS 2) 4997

L

Rre (39 2) 4997 7179 or

UK contact OTSA Ltd. Td 071 486 1951

MILAN

SEPTEMBER MaT
Worid Motor
Timed to coincide with the Frankfort

Motor Show, this biennial meeting will

focus an challenges and opportunities

facing European, US and Japanese motor

manufacturers and examine how the

industry is responding to the current

economic climate.

Enquiries RnanciaJ Times
Tel: 071-814 9770

Pm 07 1-873 3975/3969

FRANKFURT

SEPTEMBER 10-13
Moorr, 1994 Spring-Summar
collections of ladles' wear.

Reserved for trade only.

For farther information, con tact:

Flera Milano,

Largo Domodossols 1,

20146 Milan,

Tel (39 2)49971.

Fkx (39 2) 4997 7179 or,

in tbo UK, antoefc OTSA Ltd,

Td0714«61fiSl

MILAN

SEPTEMBER 10-13
SPOSA ITALIA 93
International presentation Of the 1994
bridal coUccdon- Reserved for trade only.

PBr farther information, contact

Flera Milano,

Largo Domodosaob 1.

20145 Milan.

Teh (39 2) 49971 Fes (M Z) 4997 7179
or, in the UK. contact: OTSA Lid,

Tel: 071 486 1951.

SEPTEMBER 11-13
UICAM, International

Footwear Exhibition
Reserved for trade only. For further

information, coniact:

Fieri Milano,

Largo Domodosaob 1,20145 Milan,

Tel (39 2) 4997L Fax (39 2) 4997 7179

or, in tte UK, contact: OTSA Ud.
Tel: 0714861951.

MOAN

SEPTEMBER 15-18
VITRUM 'S3

South Pavilion, MQan, Italy, Machinery,

equipment and installations Tor the
manufacture of Bat and blended gbess, and
glass products for industry. Reserved for

tradeonly.

Ifor Amber information contact:

Hera Milano, LargoDomodoania l,

W14S MUan, tel (39 2)49971,
fax (39 2) 49977179 or. in the UK:
OTSA Led, tri 071 <U6 1951

MILAN

SEPTEMBER 15-19

EIMU93,
International exhibition of office facritore.

Reserved for trade cuiy.

For further information contact;

Fiera Milano, Largo Domodosaola 1,

20145 MUan. tel (39 7) 49971,

fax (39 7) 49977179 m,

in the UK: OTSA Ltd, tel 071 486 1951

MILAN

SEPTEMBER 16-19

MrTECH 93
South Pavilion. M&an, Italy.

International exhibition of hardware. Boob

and do-it-yourself. Reserved for trade

only,

For Amber information contact:

Fiera Milano. Largo Domodosaola 1,

20145 Milan, lei (39 7) 49971,

fax (39 2; 4997 7179 or. In the UK:
OTSA Ltd, tel 071 486 1951

MILAN

SEPTEMBER 27-29

MODA IN 93
South Pavilion, Milan, Italy.

International exhibition of textiles and

accessories. Aotnmn/Wincer '94/95

oaUoctmns. Reserved for trade only.

For ftirtliey infbnnatfon

Fieri Milano.

Lorgo Domodanoh 1,

20145 Milan, id (39 2) 49971,

fax (39 2)49977179 or, in ibe UK:
OTSA Ltd. tri 071 486 1951

MILAN

SEPT 30 -OCT 4
SMAU93
Milan, Italy.

Internal local exhibition of information
systems, ulooommiinicatiQin and office

machinery and equipment. Reserved for

trade only.

For farther information contact:

Fiera Milano, Largo Domodoesola 1,

20145 Milan, tel (39 2) 49971,

fax (39 2) 4997 7179 or,

In the UK: OTSA Lid,

tel 071 486 1951

MILAN

OCTOBER 14-15

EUROAID *93 Conference
European Community AM for

Development
Aid Programme opportunities for GC
companies (40 billion ECU by 1999) in:

Africa, Caribbean, Pacific, Asia, Latin

America, Mediterranean, Central ft

Eastern Europe and CHS.

Contact: Soeidtd Gdntirale de

Municipality ofRishon Lezion, Israel

TENDER FOR THE DEVELOPMENT OF
THE ZADAL PRECINCT IN RISHON LEZION i

Rtahon Lezion Municipality hereby invites devetapew to submit to bide for the development of the

Zadal Precinct In Rlahon Lezion In the scope ofa combination transacttofiprp/ect

1. The Zadal Precinct is located In the very dty centre of Rlahon Lezion, He boundaries being

RothschHd Street In the north, buildings bordering on Harev Singer Street In the east, Hacarme! Street

In the south end City Garden In the west The Pradncttato comprise buMngs hairing an area of

approx. 84,000 square metres (approx, 10,000 square metres for commerce, approx, 17,000 square
metres for residences, approx. 15,000 square metres for offices - Inducing Municipality offices and Belt

Haam - and approx. 42,000 square metres underground car paita) and plazas, a pedestrian maH,
pergolas, fountains end overall precinct development tor the creation of a unique urban area.

2. The Tender doctsnentffie comprises six volumes and an envetope containing a developer's

questionnaire.

3. Details are required In the questionnaire with regard to flnanciaJ and performance data (soma of
which are minimum requirements) clarifying the developer's financial position and professional
experience. The MunJdpaflty'a Tenders Committee wfH only examine bids from developers which,
according to their answers In the questionnaire, meet the said minimum requirements.

4. The deadUne tor delivering the We containing the BW and Tender documents to the Municipality's
Tenders Committee la January 21st 1 994 at noon, The file must be deBvered by hand. The
Municipality's Tenders Committee may extend the deadline by written notice to everyone acquiring the.
tender documents and advertisements In the press.

5. The Tenders Committee wfll not be flable to recommend the bid which la best to the Municipality or
any bid and may conduct negotiations with participating developers in the manner detailed in the
tender. In such connection, the Tenders Committee also reserves Its rights as provided In clause 33 of
the Invitation.

6. The Tender documents may be pu’chased from Mrs. Nttza Ariel, the Mayor's Project Assistant at
her office at City Hail, 24 Rottwchfld Street Rtebon Lezion, Israel, Tel. 972-3-9682318 within 60 days of
the date of this publication, namely by September 9th, 1993 at noon. On obtaining the tender
documents, a bank draft in the sum of N)S 17,000 la payable to the Municipality.

7. Since the transaction under the Tender Involves the transfer of right In Murfdpalland.lt requires
approval by the Municipal Council and also by the Minister of the Interior, as regards Section 188 of the
Municipalities Ordinance (New Version) and Section 196(1) of the Planning and Building Law, S725-
1 965.

8. Those interested may telephone Mrs. Nttza Ariel to arrange a convenient time to visit foe Zadal
Precinct

9. The Munldpaflty will not pay brokarage to any entity in connection wfth the transaction under the
tender.

10. This nodes creates no obligation or HabiTrty whatsoever on the part of the undersigned or Rishon
Lezion Murtidpality towards developers, including those who participate in the Tender. Only the Tender
condttiora detailed In the Tender documents are binding,

Devetapora are Invited to offer their participation in this Important enterprise for the mutual benefit of

y
Melr Nltzan, Mayor
Rlahon Lezion Municipality

Wvckjppemcm S-A.

Tel: +32 2 312 4

TO ADVERTISE in THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752

23124836 Fix: +322 5124653
BRUSSELS

NOVEMBER 29 -DEC. 3
Natural Gas:
The Commercial Challenges
The concentrated five-day

Semlnar/Worluhop incorporating the

widely acclaimed Alpketenia Cose
SiudyQ which demonstrates core
commercial gas concepts and explain!
faeir political context. Designed for those

with cuiront/fnttire management
responsiWliiy in the Natural Gas Buriness.

Grated: Anita Gardiner, The Alpbstanfa

Group, London.

Tol:+44{7l) 613 0087
Fax:+44(71) GL3 0094

VICTORIA. AUSTRALIA

APPOINTMENTS
ADVERTISING

appears every Wednesday & Thursday & Friday

(International edition only)

For further information please call:

Tricia Strong on 071-873 3199

Andrew Skarzynski on 071-873 3607

Philip Wrigley on 071-873 3351

JoAnn Gredell New York 212 752 4500

LEGAL
NOTICES
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LIBERTY LIFE ASSOCIATION OF
AFRICA LIMITED
(Registration number 57/02788/06)

LIBERTY HOLDINGS
LIMITED

(Registration number 68/02095/06)

LIBLIFE STRATEGIC INVESTMENTS
LIMITED

(Registration number 83/06300/06)

PROPOSED LISTING OF LIBLIFE STRATEGIC INVESTMENTS
LIMITED ("LIBSIL") ON THE JOHANNESBURG STOCK EXCHANGE

Joint announcement regarding:
the proposed listing of approximately 560 million ordinary shares in Liblife Strategic Investments Limited ("Libsil") on The Johannesburg Stock Exchange,

• the proposed offer by Liberty Life Association of Africa Limited ("Liberty Life") to its shareholders of rights to 114,57 million ordinary shares in Libsil at a
price of 900 cents per share in the ratio of 50 ordinary shares in Libsil for every 100 shares held in Liberty Life,

• the proposed renunciation by Liberty Holdings Limited ("Libhold") to its shareholders of its rights to 59,52 million ordinary shares in Libsil at a price of
900 cents per share in the ratio of 130 ordinary shares in Libsil for every 100 ordinary shares held in Libhold, and

• notice of last day to register for the offer of rights to shares in Libsil (6 August 1993).

1.

INTRODUCTION

' :i. i^raci

fi- 1 v

uic dtcuum or snarenciders tunas of Liberty Life, part of the key strategic
investments in leading South African industrial and financial companies which at the
time of acquisition by Liberty Life were considered to be too large for prudent
absorption within the policyholders' portfolios of Liberty Life. The market value of
Libsil s underlying investments was approximately R55 billion as at 21 July 1993.

raise approximately R1,Q3 billion for Liberty Life before expenses. These shares will be
offered at a price of 900 cents per share calculated on the basis of a discount to Libsil's
net asset value of around 10% at21 July 1993.

In terms of the JSE regulations, Libhold, which owns 52% of the issued share capital of
L&erty Life, will be renouncing to its shareholders its rights in respect of liberty Life's offer
in the ratio of 130 libsil shares for every 100 Libhold shares held- The 3(197 million rights

(equivalent to 27% of the offer) to which Liblife Controlling Corporation (Proprietary)
Limited ("LCC") win be entitled in respect of its 52% interest inlibhold have been placed by
Standard Merchant Bank limited on behalf of LCCs shareholders by means of a private

per share as at 21 July 1993. Standard Bank Investment Corporation Limited and Liberty
Investors Limited have joint control erf LCC each owning 50% of its issued share capital

2.

THE LIBERTY LIFE GROUP STRUCTURE

The Liberty Life Group structure in relation to Libsil is as follows:

LIBERTY INVESTORS
LIMITEDt

STANDARD BANK
INVESTMENT

CORPORATION LIMITEDt

LIBLIFE CONTROLLING
CORPORATION

(PROPRIETARY! LIMITED
*

| 52%

LIBERTY HOLDINGS
LIMITEDt

[LIBERTY LIFE ASSOCIATION
I OFAFRICA LIMITEDt I

THE PREMIERGROUP OB,7Xr 23,8% t38^%T

LIMITEDt !

STANDARDBANK
STMENTCORPORATIC

LIMITEDt

GFSA HOLDINGS LIMITED

GOLDFIELDS OFSOUTH
AFRICA LIMITEDt

•L6%(2W)%V’ S7J%(3At%r BEVERAGEANDCONSUMER
-at INDUSTRYHOLDINGS

LIMITEDt

0,9% (5,5%)* THE SOUTH AFRICAN
BREWERIES LIMITEDt

• Libsil's investments in Standard Bank Investment Corporation Limited. Beverage and Consumer

Industry Holdings limited. The South African Breweries Limited, The Premier Group Limited and

GFSA Holdings Limited form the core of larger strategic holdings that The liberty life Group Has

in these companies.

The aggregate Liberty Life Group shareholdings are shown in parentheses. The difference between

such aggregate shareholdings and Libsil's holdings primarily represents the shareholdings held by

the policyholders' portfolios of Liberty life,

tListed on The Johannesburg Slock Exchange.

3.

PURPOSE AND OBJECTIVES OF THE PROPOSED OFFER AND LISTING AND
RESULTANT CAJPITAL

3.1 Purpose

Libsil's investments represent a major part of liberty Life's strategic holdings in

high quality South African financial ana industrial counters which are held for the

account of shareholders' funds but exclude strategic offshore investments of Liberty

Life, notably TransAtlantic Holdings PLC The exceptional performance of these

investments has contributed to Liberty Life's superior performance over an

extended period of time. Libsil was formed in order to facilitate the acquisition of

these strategic investments which, when acquired, were too large for prudent

absorption within the pobeyholders’ portfolios of Liberty Ufe. As a consequence.

Liberty Life's shareholders' funds, together with additional finance raised,

including issues of ordinary and preference share capita), provided the necessary

funding for the acquisition of the balance of these important strategic holdings in

excess of the levels regarded as prudent for policyholders at the time.

The listing of Libsil provides the opportunity for shareholders in Liberty Life and

Libhold and other investors to participate directly in this established portfolio of

high quality strategic investments that have been built up by The Liberty Life

Group over the last decade. The proposed offer is significant by virtue of its sue

and the relative ifliqi’
-

-Mty and consequent lack of availability on the JSE of uie

underlying shares co. jtuting Libsil's strategic investments.

3.2 Objectives

The flotation of Libsil will, inter alia:

— enable shareholders of Liberty Life and Libhold and other investors,

institutional and otherwise, to acquire direct exposure to the high quality

portfolio constituting Liberty Life's strategic investments;

— de-gear The Liberty Life Croup and balance its holding of major strategic

investments; ' .

— create flexibility with a view to expanding Libsil's portfolio of strategic

investments in the future;

achieve greater transparency of the nature of liberty Life's strategic investments

for the benefit of shareholders and investors cm the JSE in the light of the

potential new market in South Africa, particularly for international investors;

— enable Libsil to utilise its equity for further acquisitions of steategicshareholdings;

: facilitate the repayment of debt and the redemption of relatively expensive

preference shares previously issued by Libsil;

— release funds for tire further development of Liberty Life;

— enhance the earnings of Liberty Life in the future; and

MERCHANT BANK

(Registration number 64/08586/06)

attorneys

South Africa

Edward Nathan & Friedland Inc.

(Registration number 77/00525/21)

United Kingdom

linklaters & Paines

— facilitate Liberty Life in protecting the capital value of its core investments by
the use of derivative instruments and specialised securities, including options,
futures and other appropriate methods, to hedge investment volatility and
enhance the performance of Libsil's portfolio.

33 Structure of share capita]

The authorised share capital of Libsil comprises 800 million ordinary shares of 1 cent
each and 55 000 redeemable cumulative preference shares of Ri each. After the
successful completion of the proposed offer. Liberty Life wifi hold approximately 80%
of Libsil's issued ordinary share capital, which will consist of around 560 million
ordinary shares. Libsil has total assets of almost R55 billion with a net asset value of
about 1 000 cents per ordinary share as at 21 July 1993.

4.

NATURE OF BUSINESS OF LIBSIL

4.1 Nature of investments

Set out below is a summary of the underlying investments constituting Libsil's portfolio:

%0f Market value (as % of

Number of share at 21 July 1993) Libsil's

shares held capital (Rm) portfolio

Standard Bank Investment
Corporation Limited 28 303 298 235% 2 5473 455%
Direct and indirect interest

in The South African
Breweries Limited 1702,0 305%
Beverage and Consumer
Industry Holdings Limited 19 360 000 273% 15585 27,9%
The Sooth African
Breweries Limited 2342 888 0,9% 1435 2,6%

The Premier Group Limited 19 360000 23/1% 9973 17,9%
GFSA Holdings Limited 555 819 45% 2173 3,9%
Other investments.
derivatives, bank deposits and
money market instruments* 1175 2,1%

5581,1 1005%
'Includes preference shares convertible into approximately 515 000 shares in

Standard Bank InvestmentCorporation Limited.

42 Strategic investments

The major investments of Libsil form the core of The liberty Life Group's strategic

equity investment holdings:

4J2.1 The Liberty Ufe Group owns in aggregate 38,7% ofStandard Bank Investment
Corporation Limited's ("SBIC") share capital, thereby constituting it as the
largest shareholder in SBIC
As part of The liberty Ufe Group's aggregate holdings, libsil’s233% interest

in SBIC, having a market value of K25 billion based on a market price of
9 000 cents per share, constitutes Libsil as the largest and most significant

shareholder in SBIC within The Liberty Life Group. SBIC is the holding
company of The Standard Bank of South Africa Limited, the leading
commercial bank in South Africa. The SBIC group's activities include
commercial and merchant banking, leasing and financing activities, unit trust

management, participation mortgage and housing finance, Ufe insurance and
non-hfe insurance broking, credit card facilities and trust company services.

SBIC operates in the United Kingdom, Jersey, the Isle of Man and Taiwan and
its representation in Africa was expanded in 1992 when it acquired the Africa

banking arm ofANZ Grind-Lay& bank.

SBIC also owns50% at and together with Liberty Investors Limited has joint control

ofLCC, the ultimate holding company ofThe liberty Life Group. Hie value of this

investment, at the market value ofSBIC's attributable interest in Libhold of

11,9 million shares was R256 billion os at 21 July 1993, equivalent to 19% of the

market capitalisation of SBIC on the JSE at such date, implying an indirect interest

i to Libsil of approximately R500 million in the equity of Libhold.

433 The

Johannesburg Consolidated investment compaiw, Limited t .ld ) and Anglo
American Corporation of South Africa Limited ("Anglo American"). Bevcon,

in which The Liberty Life Group has a 34,1% interest, is the largest shareholder

in The South African Breweries Limited ("SAB"), owning 343% of its issued

ordinary share capital.

Libsil's portion of The Liberty Life Group's interest in Bevcon amounts to a 273%
holding in Bevcon having a market value of RI5 billion based on a market price

of 8 (50 cents per share. SAB is South Africa's largest consumer-orientated group.

Its major activity is the brewing of dear beer in which it dominates the South
African market. SAB also has significant interests in the manufacture and

• distribution of other beverages, in retailing and hotel operations and in the

manufacture of selected mass market consumer goods, together with strategic

investments in other businesses which complement its mainstream interests.

In addition. The Liberty Ufe Group also has a 55% direct holding in SAB. which
includes Libsil's 0,9% direct interest in SAB, haring a market value of R744 million

based on a market price of 6 125 cents per share.

433 The Liberty Life Group has in aggregate a 28,7% shareholding in The Premier

Group limited ("Premier"). Similar joint control arrangements to those relating

to Bevcon exist with Anglo American and JCI in respect of Premier. Libsil's

23,4% interest in Premier, having a market value of R997 million based on a

market price of 5 150 cents per snare enjoys the benefit of forming part of this

larger strategic holding. Premier is the holding company of one of South
Africa's largest food and pharmaceutical manufacturers and distributors.

Premier's activities comprise the milling of maize and wheat, the manufacture
and distribution of food products, edible oils and fats, marine products, animal
feeds, pharmaceuticals and industrial chemicals, cotton ginning and the

wholesale and retail distribution of groceries, toiletries and allied products.

43.4 The Liberty Life Group has a 20,0% interest in GFSA Holdings Limited
("GFSA Holdings"), an unlisted company which holds 423% of the issued
share capital of Gold Fields of South Africa Limited ("GFSA"). Libsil's portion

of The liberty Life Group's shareholding amounts to 43% of GFSA Holdings
and has a value of R217 million based on the attributable underlying market
value of GFSA at 10 500 cents per ordinary share. GFSA is a leading South
African mining finance house involved in the mining and processing of gold
and other precious metals and minerals.

43 Nature of joint control arrangements in respect of Bevcon and Premier

The joint control arrangements in respect of Bevcon and Premier include certain

provisions which aim to ensure that, on a disposal by either The Liberty Life Group
or The Anglo American/JO Group of their joint controlling strategic shareholdings

in such companies, such group receives a fair commercial price reflecting the
significance of the joint controlling shareholding (viz 2535% of the equity of each of
Bevcon and Premier respectively dedicated by each group).
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— if either group intends to sell its shareholding in Bevcon or Premier, it must first

offer it to the other group at a stipulated price;

— failing acceptance by the other group to acquire the shareholding at the
stipulated price, the offeror shall be entitled, in turn, to offer to acquire the other

group's shareholding at the stipulated price;

— the offeree must either accept that offer and sell its shareholding at the
stipulated price or purchase the offeror's shareholding at that price.

The terms of the joint control arrangements provide that the price to be stipulated

by the initiating group must be 25% over the market price, calculated over a

specified period not exceeding six months. Libsil is a member of The Libert)' Life

Group for the purpose of the joint control arrangements.

4.4 Strategic value of Libsil's portfolio

Although the value of the investments owned by Libsil, as set out in 4.1. is based on
die market value of such holdings on the JSE, Libsil's net asset value does not
reflect for this purpose the special value or strategic importance of such
investments generally or in the light of the joint control arrangements described in

43.

45 Historical performance of Libsil's investments

Libsil's historical performance has been calculated on the basis that its portfolio as

currently constituted has existed for the period 1 January 1990 to 21 July 1993.

Given the nature of the underlying investments of Libsil, its performance is best

assessed relative to the JSE Actuaries Financial and Industrial Index. For the period

1 January 1990 to 21 July 1993, Libsil's portfolio of equity investments has
outperformed this index by 47%.

Over the same period, Libsil's compound capital growth rate based on the market
value of its investments was 30% per annum, compared to the average inflation rate

of 133% and the annual compound growth rate in the JSE Actuaries All Share
Index of9% for the same period.

4.6 Investment policy

It is the intention of Liberty Life to develop Libsil's investment portfolio where
appropriate, through the organic growth of its existing investments, additional
acquisitions of such investments and through further opportunities which might
arise for it to participate in new strategic investments which are taken up by The
Liberty Life Group as a whole on simitar principles to those which have been and
are now applicable, whereby the requirements of the policyholders of Liberty Life

in appropriate circumstances are first satisfied. •

As in the past, it is the intention that Libsil will, when appropriate, continue to hold
and acquire, together with other members of The Liberty Life Group, strategic

interests in leading companies. It is further the intention that Libsil will participate

in the benefits ofany special arrangements entered into by The Liberty Life Group
in making strategic acquisitions.

The performance of long term South African investment portfolios is not immune
to tire effects of international and local volatility within the equity, property, and
commodity markets. Liberty Life intends applying its expertise, where appropriate,

in the use of derivative instruments, such as options, futures and other appropriate
methods, to hedge investment risk and enhance the performance of Libsil's

portfolio.

4.7 Management services

Libsil's operating expenses are expected to be minimal as Liberty Life will continue
to perform the management and investment function of Libsil and will not be
charging a management fee for this service for so long as Libsil remains a

subsidiary of Liberty Life.

4.8 Dividend policy and financial year end

Libsil's dividend policy will be, in so far as it is practically possible, to distribute to

its shareholders substantially ail net income received after providing for operating
expenses.

The financial year end of Libsil is 31 December and dividends will normally be
declared by Libsil in March (final) and August (interim » each year payable in the

succeeding April and October respectively following such declarations. The first

dividend payable by Libsil will be declared in March 1994, payable in April 1994, in

respect of the period ending 31 December 1993 and will take into account all net

income accruing to Libsil after 1 September 1993.

EXCESS APPLICATIONS

In terms of tire proposed offer, shareholders in Liberty Life and Libhold and/or their

renouncees who take up their rights to purchase offer shares will be entitled to apply
for an unlimited number of additional Libsil shares in excess of their rights entitlements
at 1 000 cents per share, being the approximate net asset value per libsil share at 21 July
1993. In effect, such additional shares applied for will be issued at a price per share
which is 100 cents in excess of the offer price. Such applications will be satisbed to the

extent that the offer is not taken up by shareholders or Liberty Life and Libhold or their

renouncees.

6. APPLICATION FOR LISTING

Application will be made to the JSE for a listing of the 11457 million nenaunceable (nil

paid) letters of allocation to be issued pursuant to the offer in the "Financial —
Insurance" sector of the JSE lists and for a listing of Libsil's shares in the "Industrial —
Industrial Holdings" sector of the JSE lists under the name "Libsil".

7. NOTICE OF LAST DAYTO REGISTER

The last day for shareholders of Liberty Life and Libhold to register as such in order to

participate in the offer wifi be the close of business on Friday. 6 August 1993.

On behalf of

Liberty Life Association of Africa Limited

liberty Holdings Limited

Liblife Strategic Investments Limited

Donald Gordon
Chairman

22 July 1993
Johannesburg

TRANSFER SECRETARIES

South African Transfer Secretaries ofLiberty Life, Libhold and Libsil

Central Registrars Limited
(Registration number 67/04220/06)
4th Floor, 154 Market Street, Johannesburg, 2001

United Kingdom Transfer Secretaries ofLiberty Life

Barclays Registrars Limited
Bourne House, 34 Beckenham Road, Beckenham
Kent, BR3 4TU
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Or do you rely on seeing someone else’s? Every day the FT reports on the topics
that matter to people doing business every day, in and from Europe.

We cover the latest European, U.S. and international news, and analyse the impii-
'

cations from a European perspective, in fact you’ll find far more than finance in the FT.
No surprise then, that the Financial Times is read by over four times as many

senior European businessmen and women as any other international newspaper*.
Make sure you’re one of them by getting your own copy of the newspaper

delivered daily to your office.
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FOREIGN EXCHANGE AND MONEY MARKETS

ERM in the balance
POUND SPOT • FORWARD AGAINST THE POUKn

- -

v.-i.
.

EUROPEAN markets will be
preoccupied this week by
whether the Bundesbank will
reduce official German interest
rates at Thursday’s council
meeting; writes Stephanie Flan
den.
As far as many observers are

concerned, the French franc
cannot maintain its current
position in the European
exchange rate mechanism
without lower real interest
rates, and the mechanism itself

cannot survive without the
French. Last week's renewed
speculative pressure was
driven by disappointing Ger-
man monetary figures, which
seemed to lower the ch«nyyg of
a cut in German Interest rates
on Thursday.
The latest German cost of

living figures, due out this
week, are unlikely to paint a
more optimistic picture for a
Bundesbank monetary loosen-

ing. But if ERM central banks
cannot restrain further specu-
lation in the run-up to the
Bundesbank meeting, many
argue that the usual rules for
predicting German monetary
policy may not apply.

£ IN NEW YORK

Even if German interest
rates are lowered slightly on
Thursday, some doubt whether
tins will be enough for a num-
ber of beleaguered member
countries.

French unemployment fig-
ures for June, released on Fri-
day, will be an early focus of
attention for dogged anti-franc
speculators.

Similarly, Spanish quarterly
jobless data, due out during
the week. Is likely to intensify
recent attacks on the peseta,
with or without a German
interest rate cut.

Once again, events outside
the ERM will probably receive
less than the usual market
attention this week. But it will
be hard to ignore some impor-
tant economic figures coming
out of the US.
In particular, tomorrow's

consumer confidence index for
July and Thursday’s advance
estimate for second quarter
real GDP will test the chair-
man of the Federal Reserve's
optimistic prognosis on the
state of the American recovery
in his testimony before Con-
gress last week.
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BASE LENDING RATES
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Adam & Company 8
ANed Tost Bank B

AIBBetdc 6
•Henry Anatachar B

B & C Manitent Bardc - 13

BankofBarada 6

BancoBa»oVizcaya... e

BankofCypna

6

Bank of Ireland „8
Bank of Indta .... 6
BankofScoBand —

B

Barclays Bank 6

BtftBkdlMOEarn ....... e
•Drown Shtptey — 6

CL Bar* Nederland 4
Citibank NA B
City Merchants Balk-..

6

Oydesdale Bank —

S

The Go-operathre Bardt -B
CocJMfiCo ...8

CracK Lyonnata B

%
Cyprus Popukr Bank ..6
Duncan Lawrie ..6
Equatorial Bank pic .....8

ExeterBark UmBad. 7
Fkiandat 8. Gen Bonk

7

•Robert Fleming & Co ~~8

Girobank 6
•GiSviBBB Mahon 6

Habib Bank AG Zurich ..6
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Hertabb&GsnlnvBk. 6
•HiSamuaL _8

C. Hoara &Cb 6
Hongkong6 ShantfwL6
Julan Hodge Bonk..... B
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Lloyds Bank .6
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McDomsB Douglas Bk. 6
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Mount Banking... 8

%
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Stardert Chartered.... 8
TSB 6

•Unted Bk of KUwaS .... 6

Urty Truer Bank Pic ...6

Western Trust _6
Whterevay LaUaw ....6
VMnUedon&St Wea.7
Yorkshire Bank 6

• Members of British

Merchant Banking &
Securities Houses
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BRITISH PDUM (MM)
SO pWE

&Dec
Ctaae Wall Lew Prev.

1.4999 1.60O4 1.4870 1JS080
1.4006 18910 1.4790 18888
1.4838 - - 1.4898

Ctooa JS5 Low Prev.
Sep 9866 9666 9663 9664
Doc 9006 98.09 9862 98.08
Mar 9564 9667 9560 0564

95.64 9568 9561 B665
sep 9565 9660 9562 9568

9463 9467 94.90 9464
9464 9468 94.81 9466

Jim 9464 9468 9462 9468

STOCK INDICES

LONDON MONEY RATES
M 23 Owotaiul

7JS

SWISS FRANC (non
9ft 125.000 S por9ft

STANDARD ft POORS 800 INDEX
8800 dmes Index

IMteOkr.
Interbank Bid

.

Ctose High Low Prev.

Sap 0X1564 B.3S42 08552 0.0945

Dec 0.8546 0J3585 aB540 OBB28
mr a8540 0.0985 0.6660 08818

SSEDec
Mar
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447.45 447.M 445.10 443.75
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440.45 449.80 447JO 447JO
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4

PMABELPMA SE E/S OPTIONS
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23
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21

jmy
20
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19

JMy
16 High

1903
Low

Sinca Comptatioft
High Low

FT-SE100 2827.7 2820.1 281 Al 2823.9 2842.9 2833.0 29676 27376 2967.3 988.9
FT-SE MM 260 32026 32006 3195.4 3205.0 32116 32176 3241.7 28766 3241 7 1379.4
FT-SE-A 360 14156 1412.2 1409.4 14146 14226 14186 1457.1 1348-7 1457.1 6646
FT-A AB-Shora 140269 1398.44 1395.75 140127 1408.73 1405.72 143862 1088.13 143862 B1.B2
FT-SE Eurotrack 100 1224.42 1217.14 1212.75 1224.85 1235.43 123467 1236.43 1063.02 1235.43 900.45

FT-SE Eradrod. 200 127966 127563 126667 1276.46 128364 128168 126364 1144.79 128364 938.62
FT Ordinary 22346 2228.3 2220.1 22216 22346 32186 22996 2124.7 22996 49.4

FT OavMTUiMnt Saco. 97.98 3767 96.03 9862 9863 9861 98X6 9368 127.40 49.18
FT Fixed Interest 11762 117.11 117.18 117.13 117.15 11867 117.18 106.67 117.18 5063
FT Odd Minos 218.4 2iae 21 B.1 221.4 224.1 2246 2396 60.0 734.7 436
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FT-ACTUARIES WORLD INDICES

Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited
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Austral

Austria (17)

BeigHan (42)

Canada
“

Denmart
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Germany
Hong Kora
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'(70)-ftaly . .

Mexico (1 .

Netherland (24)
r

Norway
Slnga^ara . .

South Africa (60).
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+10.7
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+132
+36.1
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1* BUUOantod OX 18 21 18 12% 12% 12%
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OX 12 16 8434 24% I

214 A5 IB 3907 u47%
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016 88 0 IS 2 z
IX 72 11 49u»% 26% 26%
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(LX 05 17 17 53*2 53% 53%
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024 13 9 IX 10% 10% 10C
IX £3 4 2711 30% X% 2&'h -%
024 18 8 54 13% 12*2 12% -%
150 6.3 zlX 38% X% 36%
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086 1.9 72. 1399
OX 11
066 1-4 22 522
068 12 44 2M 38% X
010 03 B 181 32% 32

7 1690 4
OX 14 13 348 8% 8
004 08 91 8% 8%
064 12 12 XI X 29%
OX 4.1 a 4 17d16% ...
040 18 17 866 40% 30% Xja
010 09 94 19X 11% 11% 11%

45 IX 5 S 5

- u -

7 2010 141 130% 139%
064 14 21 1655 26% X% 26%

B 91 5 64*2
4.10 11

0 2346

096 13 IB 1556 _ .

IX 7.3 44 51% ...
1X209 5 116 8% 6%
184 £5 22 TO 24% 24*

1 272 3%
10 807

OX 12 183702
OX 07 18 2D _ .

235 4.1 13 84 57%
170 18 14 1342 97%

OTpa
Cfcea Pm.

1% UlMModL
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32% SUptota
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8% 4%VaoaH
54 XVUaom

24% 16% Va%r 1j

?a,8au»
74*2 68% HrCSP5.ni
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20% 15% Malta
32% 21% Wwalnc
72% 54% Vtadatant

11% 8% Voturteer

26% 21kaiCdB
41*2 2*% Vemado
56% 40% VUanMa

Ik n A
Ml x e m
OX 24 41 Up 12^ 12^

080 18 14 409
I 48 5J 9 13*2 X'
034 13 5 12
OX 02 0 3 1
066 38 34 3002 1
IX 17 931782 3. .

OX 18 IS 628 20% 2D' __ _
1.TO 68 55 X% 28% »%
IX 6.4 30 224029% 29*2 29%
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5
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425 06% 8% 0%
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1.16 7.5 1 12 19%
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20 244 37
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141 1329
080 18 19 1017
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013 05 2711707

-4 004 08 14 in
70% 59% Wanwiandi 228 14 14 4092 .. .X% 21 % TMEoarw 140 8-7 30 7/3 23% 22
45% 3/WMhqt»U- 218 45 15 141 o4S% 44
X 22«toshBMU IX 48 12 244 22% d21
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018 1.9 13 2431 9%
OX 18 10 1450 21*b
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19% US Hama

__ 35% (SUEOp
12% 8%UhS5toe
79% 24% USSWgd
47% 37% us Warn

M% 43% Utfldcnrn

15% 14%UnHMar
13% 9%UdVMa
37% 31 % UbH Foods

18% 14% uw ten

082 01 16 86

X 153
OX 26 15 306
1.66 100 53 60

"V1

s

a

d23b 24%

54% 54%
15% 15%
13% 13%
33% 33%
16% 16%

45%X%1
10 3%«M1onSt

29% 2««mua
1% 9%utokom
24% 18% woman
ix74%wahfwao
15% 12%W*Htafcd
X ifl% wear to

50% 40% WWW
17% 12m Wastes E
17% 5% MwrNftm
9% 3%WSOo
37% 24WnhGra
ib% io% WMn Mng
36% 3D% Wstfl Hu
17% t3W8sanolfi
11% 6% MtemrCW
12 8% WMWtMa

13% lAWntote _
3BX%Wasaaco 1.10 12 21 363 34% M>2 34%

46*2 X% Wajartaou* IX 10 14 3772 30% 39% 39%a% i6*2Whwmtr ox wxtiu ib%
62% 43% Wtetoaol
18 15%

15% 12%
18 11%

31% 75% Wcortac
7*2 4% Wfecodfi
57 35% Wans

g 6%WMt
stman

79% 52% WtanOtda

2X 12 3 1305 111*2 110*2 111%
024 1.6 22 MOB 14% 14% 14%
040 1.7 IB 91 24% 24% 24%

6 2 48% 48% 48%
OX 4.6 11 21 16% 16% 16%

22 888 16% 16% 16%
7 323 3% 3% 3%

OX 06 23 W 34% 34% 34%
018 1.1 94 194 15% 15% 15%
UM £4 14 309 u36% 35% 35%
OR 14 21 6567 19% 16% 16%
012 £4 1 580 6 d5% 5%

46 397 10% 9% 10%
041 11 8 155 13% 13% 13*4

1.10 12 21 383 34%
~ "

IB 18% 18 16%
6 82 81% 61%
9 16% 16% 16%

28% 244$ WfeeEmw
35*2 30%WtaiS>lfeSv

58% 46WBcaCap
40% 29%WWTach
20% 13% Wohorin
32% 25% WoOwirtn
14% 11% HorUWkW
8% 4% WorHcop
38% X'zMMBMy

21 14*4 W»fe later

35% 25 WynneW

006 03 22 2168
IX ID » 1616

48 . ... ... ...
030 11 15 892 14% 14% 14%

10 8 14% 14% 1

'

TJB 4.9 17 83 30% X*z
010 1 JS 13 IX 6% 8*2 _
IX 18 12 1481 54% 53% 53

21 41 7% 7% 7%
21 408 7-' - -

1.44 15 18 574

a 118
IX 4.9 16 357 _. .
1.76 5.1 14 83 35%
IX 34 X 309
OGO 1.9 1810624 31
018 08162 319 19

1.16 48 12 2021

004 03 9
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040 12 X 730
OX 10 9
OX 10 13

S 675%
14 13%
6*2 6%
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88% 71% Xam
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-X-Y- Z-
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Stock

Acton Cpr

PI 5b
DtV. E IOOe Mgh LawdOM Orag

MiMagn
AlrEw
MOntoe 2

Wnld 9
Am br Pa 053 0
AfflUflmA 064 54
Anted Cp 005 2

Am Bod l

Ampal-AmA X
ASRbws OX 0
AetodWr 14

AOri

/UaiCUB

0 5 3% 3% 3%
58 5 ''S "5

OX (2 232 20% 19% 19%
1% 1% 1 %
3,5 3% 3%
33632% 32%
17 16% 17

i J

Audkm A 12 175 1

BOH Ocean 055 1 17
BadsarMt 068 45 rtOO
BddwnTA 004 47 110 _ . .
Barry RG 9 18 8 7% 73.

BAT tad OX 12 420 BiJ 6% 8%
BeardM 0 5%%%
Bogan Br 0X10 X 16% 16% 16%
StoksMen IX XzlM 22% 22% 22%
6to4tadA 7 14 14% 14% 14%
BtouaSA 045 21 57 14% 14 14%
Bator Ph 42 206 6% 6% 6%
Bow lMey 46 5 10% 10% 10%
Bowmar 13 4 2 2 2

BDHIK 030 11 78 19% 19h 19%
S/bcan A IX 10 X 10% 10% 10%

CMEnoy
Cflpmp
CflUrai
On Mam
unbraA
Chamtera

_ 18 16%
2 % 0%
10u21% 21 21%mi

171087 16%
0

OX H
028 14

101 5

10

PI Sts

Stack DM. E loop Hgb IjowOoan Ctong

Ctaaypian 24 538 17% 10% 18%
CMee 15 878 5% 5*6 5%
CMrfRIA 061 IX 5% 5% 5%
Cnmtoco 030 12 X 11% 1*% 11%
CnmpiAac X 1M Ul% 1% *%
Canal FbA 9 81 7 6$ 7
OnssATA 064 X 921 !5%rJ14% 14%
CmmCA 040 12 MX 16% 16% 16%
Crown CB 040 11 170 13% 13% 13%
CUtdC 153268
Custamodbc 12

U tofts 14

Dknsfc 33

Ducammun 5
Duplex 048 X
DWG Cap

70 1A 1*9

X 23% X
7 3% H3%

70 11% 11

314 372 72 21%

3 11% 11% 11%
21 20% 10%

EastaCo 0«« . ....
En«pnup« IX 14 21 20% 10% 20%
Echo Bay 007 41 4545 12*2 12% *2?
Ecd En A 026 14 24 18 15% 16

EdteoRs 7 135 9% 9 9
EngySenr 111510 2M 2% 2%
Eptopfl 13 218 18% 17% 18%
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l.

*%

+%

%
Fabtodc OX 12

H*a Inc A 320 31

FsRDyBnc ox 11

Ruka(J) 052 16

Fores! La
Rnwency
FroAflom

2P 33 32% 33
4 61% 61% 61%
251111% 11% 11%
X 25% 25%

~
32 1421 33% 32

1116W2 S-cS £
Baron OX n X6 b36% 35% x%
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024 17 908
11 37
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Jan Bel
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Lee Rum
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Urns ton

Lynch Cp

KatotT9c

Mamsn
ItaSaA
Mam CO
IfeqA
MSREW

3 357 5% 5% 5%
012 19 84 11% 10% 10%

5 312 6% 6% 6%
X 2290 15% 14% 14%

012 0 IX
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69 2031 10 69% 9%
9 X 11% 11 11*9
11 «D 4% 4% 4%
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10 80
19 IK
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’5 ’S ’S
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21

8
044 27

OX 2
X
3
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5
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W Sb
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OX 17 IX 13
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MILD
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Ply Gam
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StariS
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Tab Prods
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31 44 1% IH 1%

040 24 2 9% 69% 9%
034 63 IX 46 45% X

88 117 17% 17% T7%
32 114

—
TotePto 0«19 414
TownCDtiy 0 X
Tiiusim 5 84

UdRwtaA 4 32
UdFoodtS 120 93 140
UdvPbds 33 84
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X2SX

WQtaneriOfiB 10 » 26% ZB
MET 1.12 X 112 14% 14 14
Wardian OX 8 99 24 23% 24

Xytrantx 9 223 10% 9% 9%
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ASWHnato 132 15 <06 17% 17 17% +%
ASS tads OtO 2D 24 12 11% 12

ACC Cop 012 38 S9 15% 14% 14% *%
AcetemE 40 3398 31% 30% 31% *%
Acme MBs 43 308 X 18% 18% -1%
AcattmCp 28 775 17 18% 17 PM
AdapttCh 122W14 24% 2% Z3% +1%
AOCTete X 409 30*4 29*2 M% -%
Addtogton 41 731 18% 15% 15% •%
MU Sen 018 2D 5UZ3% 22% 23*2 +%
Adobe Sts 040 Z7 4S4S 53% 52% 53%
ArMneaC 8 3208 9% 99%
AOTLO0C 12 32 3% 3% 3%
AdvPotym it n 7 8% 7

Adyrcniab 27 86 16% 16 16%
Adnama 025 X IX 46% 48 48

Afiymax 14 ix i4%di3% 13%
Agancyna 13 82 5% 7% 8%
AgntooEa 010X1317 ll io% 10%

a
-%
*%%

+%%
AkzpAOR 260 II 27 43 42% 43 4%
Aldus Cp 83 1322 15% 14% 15 -*4

AlesBfld OX 14 552 X% 24% 24% -%
ABeghfiW 15 484 9% 9% 9,’«

ABoiQrg 04514 27 31 » 30 -%
Alan Pti 7 S47 10 9 9% -%
ABdCapn IX 15 206 17% 16% 16%
AW cap OX 12 121 14013% 13% 4%
AtaetbC 032 11 4 5% 5% 5*2

AftaGatd 006 41133 2 ijj 2 4
Altera Co 451623 24% 23% 24

Am Banter 068 10 725 26% 26% 2B% 4%
Am Cry Bu X Z7u24% 23% 73% -%
Am Itorag 14 1935 15% 15 15% +%
Am Mad El 15 X 7% 7% 7% -%
AmScdtm 032 X1(00 6% 6% 6*2 -%
AmFrtwyg 48 117 19% 18*2 18% 4%
Am&eaA |.m 17 409 55% S*4 M% 4%
Amo kda 0 182 % d* %
AorerftiffH 1312773 ij dj! 1,

l
«

AmMfll 2104 8 47 X 54 54% -1%
AmerPDwa X9522n4i% 3940%+!%
Am Tim 10 24 uli 10% 10% 4%
AmFtaT 5 192 1% 1& 1*2
Amgen kic 1430461 36?a 35% 36*8+1%
AnuediCp HOB 41 3277 X 23 24%
Armaffta *2168 5 4% 4ft
Analogic 15 >9 15% 14% 15 -%
Analysts OX 17 99 28% 27% 28%
AnmgtMm IX 17 794 17% 17% 17% -%
Andrew Cp X1954 X% X 29% 4l%
Andros An 14 932 15*a 14% 15% +%
Apogee Ell 028 X 226 12% 12 12
AFPBto 22 212 6% 5% 6% 4%
AopUMat 383033 X-'e S3 X 4%
Apple Comp 048 1B2B7S5 27% 28 26*4 -%
Apptabees OM 45 812 22 20% 21% 4%
Arter Dr 020 18 129 17% 16% 17% +%
Arctco 021 21 31 30*4 19% 19% 4%
Argonaut 1.00 I0ir«j 32% 31% 32% *%
Armor Al 064 » 4S3 18% 18 18% 4%
Arnold to 064 18 X 35% 35 35% 4%
ASKQp 34 2486 11% 10% 11% +%
Aspect!* x 1849 24% 23% » -%
AssocCotnai im 48 21% M% X% -%
ASTftedi 9 4888 15 15% 15*2 -%
ASOnson 35 2 UlO 0% 9%
AdSEAtr 028 X 2289 32 30*4 31% 4%
ftowfcak 0« 22 3413 45% 44% 44% +%
Autainto 15 136 4 3?B 4

Awndeto 092 X 757 5% 4% 5,’A +ii
Aztar Cp 21 8069 U9% 9 0%
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Dafcscope 24 738 13% 12*2 13% +%
OdWtenDp On 11 TO 23% 23*2 23%
DebShoos OX 18 X 6% 8% 6% -%
etetoEn 032 6 32 17 16% 16%
Manor 080 18 79 24%d22% 22% -1

Mdanps 044 12 67 22% 32 22*2 +%
Del Camp 78303 17% 17 17% +%
DehdSbn 016 27 81 21% 21% 21% +%
OepOy OX 10 174 X% 29% 30% +%
Otocan ox 10 10 7% 7 7

OH Tech 12 195 14% 14 14 -%
OtoreBB 072 10 1Z7 X% 25% 25% %
DlglH* X 570 22% 21% 21% +H
Dig Micro 30 635 11% 11 11% +%
Dig Sound 21 70 1% 1*2 Hi -A
ngSyst 31 25 4% 4% 4% +%
kteoCp 16 96 32%d31% 32% +%
owe flit 020 18 469 13 12% 13

ONA Plant 4 319 5 *% 4%
OrflarGo OX X 1916 IDS 30% X +2

DomSkshS 044 55 961BZ7% 26h 27

DqichHn on 45 203 15% 14% 15 -%
OreCoEngy 18 268 23% 23% 23% -%
OrossBam 14 603 12 11% 11% +%
DrayX 024 S 273 27% 26% 26% -%
OnvEmpo QX X 76 6% 6% 8% -%
DS Bancor IX 8 10 16 15% 15%
Ourtraa OX X 911 24% 22% 24 +1%
Durr HI 030 24 Bu33% 32% 32%
Dyrtoflya

DynatocU

EatfaFd

flCp

EaflEnvmt

ED Td

111 1% 1%
15 107 28% Z7% 27%

BPasoB

BsctrSd

Backkn
BecJArts

EmewAss
EntenCp
Fnrtean

EngyVotra

Engrapb

EnflrSn

Enron toe

EquflytU

Ericsson

Evans SO)

Emra
Exabyte

EssaHw

EapedRI

EaurpAmr

- E -

8 316 6% 6% 6
0 330 7% 6% 7+%
2 XI 1% 1 1% *A

008 36 3443 34% 34% 34% 4%
171209 T\ 67% 7% -%
1 1156 2% 2% 2% -%

27 291 10 9% 10 4%
082 X B 30*4 29% 29% +%

43 4944 26% 27% 28%
IS 34 6*2 6

15 510 6% 6% 6*4

7 316 *3% 6% 6%
566 67 17% 17 17 -%

012 21 477 13 12% 12%
79 50 1% 1A 1iS *A
3 788 4% 4% 4% If

010 66 78 4% 3?8 4
0481 231OOE 44% 44% 44% 4%

X 494 17% 1B% 17% +1

0 306 % 0*4 %
422372 9% 8% 9

15 63 13% 12% 12% %
» 832 20*4 19 19% -%

020 14 14 26% 25% 26%
19 3429 10%dia% 10*2

- J -

JSJ Snack 20 504ul7% 17% 17%
Jason he 026 25 19 10% 9% 10%
JLGhd U25103 241110% 15% 15%
Johnson W 24 19 20% 19% 20%
domain 5 TO 12% 11% 12%
Jonas Mad am 29 500 12% 12% 12%
toflynCp

JS8H1
Juno Hi
JbSbn

•%
+%
4*1

h
1.16 1» 133 X 26% 27% 4%
OM 12 533 24% 24 24% -%
024 17 292 15*4 15% 15%
018 17 194 20% 19% X -%

- K -

K Swiss 14 X 22 21% 21% 4%
toman Cp 044 10 208 10% 10% 10%
RnhaC 008 22 249 7% d6% 6%
Kaydon Cp 036 14 1040 23%rQ2% 22% -%
KteoyOf 2S0 46X 15% 13% 15 +1
KZOyS* 051 » 44 27 26% 26%
KsnCoOl 044 11167 3% 3% 3%
henacky Oil 7Z1DO B% a*4 9 4%
KUntal 084 19 IM 29% 29% 29%
Kksctasr 87 TO 7% 7 7
KLAtrctr X 556 18% 18 18% -%
Knowtadgs 5 565 12 11 11 -%
Koragtoc 161215 16% 15% 16 -%
KuDckaS 34 1157 21% 26*2 21% 4*2

- L -

LOOS A Xi 2187 39% X% 39%
laPadta is iomo% 9% 9%
Ladd Fan 012 38 194 9% 9 9% 4*2
LamRseb 38 403 36% 37% 30% 4%

OSZ 20 228 38% 37% 38% 4%
Lancahc 096 18 288 22 21% 21% -%
1*NM£(A 35 235 21% 21 21% 4%
LanopUa 17 285 T4%tf13% 14*g 4%
Laserecpe TO 847 5% 6% 5% 4%
LaflcoS 161338 16% 17% 17% -%

77s a%
2D 21% 41%

* A 1%

41

- B -

BEI a 008 8 3 8%
Babbagss is 310 22

BakarHWi 905 1%
Baker Jz 006 16 1303 21 % 20% 20%
BktaLB 050 10 zlOO d44 40 41

BsaardU O04Xi433 iB% 1516*4
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Doctrine of

choice and
sacrifice
John Glimmer, UK
environment secretary,

talks to Bronwen Maddox
“THE JOB of the environment
secretary is to win environ-
mental goals," according to Mr
John Gummer. With less than
two months in the job, and no
easy goals in sight, it is clear

that he faces a tough game.
The UK environment secre-

tary's sprawling portfolio

includes local government and
planning issues as well as

“green" questions. Last week
provided Mr Gummer with a
reminder, if he needed one,

that his environmental brief

threatens to give him some
particularly nasty headaches.

The transport department’s
decision to widen the M25
motorway around London to 14

lanes on its busiest section,

against the vigorous protests

of most of Britain's green
lobby, showed that conflicts

are looming between the envi-

ronment and other government
departments.

The Maastricht turmoil also

reflects Britain's ambivalence
over European environmental
regulation. Britain has called

for tougher enforcement of
some EC directives. But minis-

ters have also questioned
whether water standards are
too demanding, and are resist-

ing tightening acid rain targets

as much as their European
neighbours would like, a move
that could saddle Britain once
again with the tag “the dirty

man of Europe”.
More widely, industrialists

are questioning whether envi-

ronmental regulation is a fur-

ther layer of costs which the
UK cannot afford and which
could jeopardise recovery.

Environmentalists, who have
been sceptical of Mr Glimmer's
clout within the cabinet, fear

that bis department will be on
the losing side of any ministe-

rial tussles. Pressure groups
have also been unsure of how
his pronounced views on many
subjects - he resigned from the
General Synod of the Church
of England last year over the
issue or admitting women to

the priesthood - would trans-

late into environmental policy.

They feel he gave few dues to

his instincts as agriculture
minister: they welcomed his

opposition to commercial whal-
ing but felt he kept quiet on
farms' pollution of rivers.

Since he took the environ-

ment job, Mr Gummer has
shown a campaigning enthusi-

asm and a notion of direct

action to match that of the
pressure groups. He has prom-
ised to plunge into the chilly,

brownish seas off Blackpool
beach during the Tory party

conference In the autumn in

response to the European
Court of Justice's ruling that

the water felled to meet EC
standards.

The roots of his environmen-
talist beliefs have also become
clearer. “It isn’t our planet, " he
says: “We didn't deserve it and
we've been lucky enough to

inherit it." He declines to

answer whose planet he thinks

it is - his aides say he is scru-

pulous at not bringing religion

into the office - but claims

authorship of Mrs Thatcher's

now-famous phrase that the

present generation has no free-

hold on the planet, only a
"repairing lease”.

He believes those obligations

entail sacrifices and now
admits to “a degree of guilt,

fighting battles for preserva-

tion of the whales - vast num-
bers of people who wrote in

were doing so because there

was no downside for them”.

Mr Gummer places himself
among those Tories who see
conservation as a central part

of Conservative philosophy.
"These are fundamental views

about inheritance, continuity

and handing on.”

At the top of his environ-

mental priorities is atmo-
spheric pollution, particularly

global warming and depletion

of the ozone layer, “two things
which I have to be a mission-

ary about”. He says he thinks
“spending money on the reduc-

tion of carbon dioxide [impli-

cated in global warming] and
sulphur [a cause of add rain]

is more important” than rival

claims such as water quality.

Such priorities threaten to
bring him into conflict with
transport and energy polides.

Traffic pollution is one of the
most intractable sources of car-

bon dioxide, while coal-burning
power stations generate most
of Britain's sulphur emissions.

"It is manifestly obvious that

if you go on increasing the
number of cars at the rate we
are doing between now and the
end of the century you are

going to put more emission
into the air than you can possi-

bly bear," Mr Gummer says.

But while he declines to cri-

ticise the M25 decision, he
adds: “1 am very pleased that

the minister of transport made
the decision [not to put a new
highway through Oxleas
Wood]." Asked why he did not
air those views publicly, he
responds: “If you are a minis-
ter you swap the advantage of

public statement for the con-

siderable influence of private

discussion.”

Shifting up the

economic gears

T
he US economy is not

booming, but it is in

much better shape
than is generally

appreciated. The near-stalling

of growth in the first quarter

was an aberration, reflecting a

confluence of special factors

Tnrhwiing a plunge in defence

outlays, an east coast blizzard

and temporary retrenchment

by consumers after a spending

spree at the end of 1992.

Figures for gross domestic

product this week are likely to

confirm that the economy
expanded at an annual rate of

close to 3 per cent in the sec-

ond quarter. It znay do better

still in the second half, assum-

ing congressional negotiators

quickly reach agreement on a

deficit-cutting economic plan,

thus putting an wiri to debili-

tating uncertainty about future

tax rates.

One reason for optimism is

the marked improvement in

the financial health of banks,

businesses and families follow-

ing the decline in short- and
long-term interest rates to the

lowest levels in two decades.

According to federal regula-

tors, more than two-thirds of

US banks are now “well-capi-

talised”, double the proportion

at the end of 1991; only one in

10 is now reckoned to be short

of capital. Rank share prices

have soared and the sector is

earning near-record profits.

Companies and individuals

have retired or refinanced
large quantities of debt, reduc-

ing debt service burdens to the

relatively manageable levels of

the mid-1980s. By the stan-

dards of previous decades, bal-

ance sheets are still quite
strained, bat the economy
seems to be wriggling free

from the financial vice that

stymied growth during most of

the Bush presidency.

The inability of Congress
and the White House to pro-

vide the customary post-reces-

sion fiscal stimulus, mean-
while, is proving a blessing in
disguise. Most postwar US
recoveries have been led by
consumer and government
spending. This time the corpo-

rate sector is malting the run-
ning. Capital investment is

surging following an increase

'It isn’t our planet. We didn’t deserve it’

So far, his department's
enthusiasm for tighter interna-

tional sulphur targets to be
negotiated In Geneva next
month has been reined back by
the department of trade and
industry, which is anxious to

preserve power stations'
demand for British coal. How-
ever. on nuclear energy, Mr
Gummer is likely to win a
respite from the battle - the

two departments could find
themselves in harmony.
A well-known supporter of
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1985-

88 Minister of state. Minis-
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and Food.

1988-

89 Minister for local gov-
ernment

1989-

93 Minister of Agriculture.

Fisheries and Food.

nuclear power - he backed
Sizewell B, which is in his con-
stituency - he says: “There is a
very strong environmental
case for nuclear power",
because it emits no carbon or
sulphur.

However, his judicial role in

deciding the future of the con-
troversial Thorp plant at Sella-

field shields him from having
to comment on whether repro-

cessing adds to the costs of
nuclear power. Some in the
nuclear industry say privately

that the costs of Thorp, if it is

given the go-ahead, will dimin-
ish the case for nuclear elec-

tricity, to be debated in this

autumn’s nuclear review.

Other lower-profile battles

- loom: his consultation docu-

ment last week on sustainable

development suggested he
would take a bard look at the

need for recycling of building

materials, an unwelcome move
to the construction industry.

Environment department offi-

cials have tended, urged on by
Treasury colleagues, to regard

the construction industry as

out of bounds while economic
recovery is fragile.

In fighting these battles for

environment policy, the charge

most likely to be thrown at Mr
Gummer is the cost of going
green He says he accepts that

cleaning up the environment
“is tremendously expensive. It

may mean that you have to

produce things or dispose of

your effluent in a more expen-
sive way”.

In sentiments unlikely to

endear him to industrialists, he
adds: “Industry has to realise

that from now on ‘the polluter

pays’ principle is becoming the

natural way of making law.”

Part of his answer to cost

concerns is to set priorities for

spending more carefully, and
in some cases to rethink envi-

ronmental commitments. He
professes considerable sympa-
thy for the case put by Mr Ian

Byatt, director-general of
Ofwat, the water regulator,

that water investment is prog-

ressing too fast.

“I don't necessarily want to

change the standards although
there are some which in retro-

spect would be the wrong
ones,” but be questions “the

timetable and frontloading” of

the industry's spending pro-

grammes. which could total

£45bn this decade.

He argues, too. that there is

an “enormous business in envi-

ronmental technology”. This
argument was employed by his

predecessor, Mr Michael
Howard, and is often used by
Conservative politicians to

bridge the gap between conser-

vation instincts and a reluc-

tance to hamstring industry.

However, many companies are

sceptical that they derive any
competitive benefits from envi-

ronmental investment.

Mr Gummer points to the

growth of the water technology
industry. He says he gets sup-

port for his belief from “even
the simplest things” such as

the adoption of water-saving
devices in urinals: “Now it

doesn't flush except when it

needs to flush. That’s a huge
water-saving activity, and
many of these machines are
made in Britain - it’s an
important element of what
we're doing.”

To win the tough battles

ahead he needs to convince
other departments and indus-

trialists that the environment
is a bearable and worthwhile
cost He also needs to convince
regulators and environmental-
ists that not an their aspira-

tions can he met This can only

be done by setting priorities. “I

want to use this period when
the environment isn't abso-
lutely the top of the agenda to

try to get a degree of realism."

MICHAEL PROWSE
on

AMERICA

in corporate profits of about 35

per cent since the recession

and the most encouraging pro-

ductivity trends in more than a
decade.

Business equipment invest-

ment grew at an ^nnnai rate of

18 per cent in real terms in the

first quarter, after an increase

of more than 13 per cent dur-

ing 199% another healthy gain
seems likely in the second
quarter. The sharp fall in com-
puter prices makes the figures

slightly suspect it is hard to

believe that the volume of

expenditure on computers and
related equipment has really

doubled since early 1991. But
there can he no doubt that cor-

porate America is moving
swiftly to reap efficiency gains

from advances in infbrmation-

processing technologies. Other
types of capital investment are
also strong; even commercial
real estate markets are show-
ing signs of stabilising.

And although the conven-
tional measures of consumer,
confidence are still faffing, con-

sumers have returned to the

shopping malls. Retail sales

grew at an annual rate of

about 5 per cent In real terms
in the second quarter. The'
most encouraging sign was a
surge in spending on large dis-

cretionary items, such as cars

and furniture. Vehicle sales

have recently been running at

an annual rate of about 14.5m

units, the highest rate since

before the recession.

There are, of course, still

plenty of negative forces at
work. Under Mr Clinton the

contraction of defence indus-

tries is accelerating, with seri-

ous adverse consequences for

many sectors and regions- Iron-

ically, if the administration

succeeds In poshing through

radical healthcare reform, it

may inflict a blow of similar

magnitude to the service sec-

tor. Healthcare is one of the

few parts of the economy
where employment has grown
steadily in recent years. The.

weakness of the International

economy is an added headache; -!

although exports- remain
remarkably resilient, they, am;
no longer capable of providing

extra lift as in the late 1980s. ;

:

And while Mr Clinton’s, emo-

tion victory was initially:

greeted with euphoria,' the
'

transfer of executive power '

from Republicans to Democrats
has involved added economic
uncertainty. Companies accus-

;

tomed to the Republicans’

broadly free-market approach
are having to adjust to a differ-

ent climate in Washington. •

They know income and corpo-

rate taxes are going up, but not

:

when or by how much. They

.

are also deeply concerned that

payroll taxes will rise substan-

tially to finance healthcare
•’

reform and, perhaps, new '

training requirements.
All this has hindered job ere- !

ation. Employment has only !

just regained its pre-recession
'

peak, and a quarter of the 2m
new jobs created In the past

two years are temporary posi-

tions - an unheard of propor-

tion during a recovery phase.

On balance, however, the

pluses greatly outweigh the

minuses. As Mr Alan Green-

span, Federal Reserve chair-

man, stressed in congressional

testimony last week, the global

-pace of economic change is

accelerating. Capital equip-

ment is becoming redundant
fester than ever before; in

some markets, products that

were at the cutting edge of
technology five years ago are

now unsaleable. In a fast-

changing world, America's
entrepreneurial spirit and flexi-

ble labour markets constitute a

powerful comparative advan-
tage. Mr Greenspan used words
such as "vibrant” and
“dynamic" to describe the type

of economy that seems to be

emerging from the restructur-

ing chrysalis of the early 1990s.

If he was exaggerating, it was
only by a whisker.
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T
he melodramatic
scenes of confusion,
ambiguity, dou-
ble-dealing and

uproar, in which the parlia-

mentary ratification of the
Maastricht treaty was finally

brought to a end in the British

House of Commons last week,
provided a fitting conclusion to

a political process which has

been as unedifying as it has
been prolonged.

Some people may think that

the governments never-ending
succession of defeats, retreats

and ambiguous victories was
just the unfortunate conse-

quence of the weakness of the

prime minister and of Ms
paper-thin majority in parlia-

ment. Yet this lamentable
political spectacle, so Ear from
being an accident, may in feet

be an accurate representation

of attitudes in the government,

in the House and among the

people.

In any case, Mr John Major
brought on his own head list

week's melodramatic denoue-

ment. since he deliberately set

up the conditions which max-
imised the risks both to him-
self and to the treaty. When he
insisted on a special status for

Britain outside the social chap-

ter of Maastricht he made it

easy for bis opponents to argue

that the treaty could be
changed after all; he gave them

the choice of alternative battle-

grounds, on which to form

opportunistic alliances against

him.
Even now, it is difficult to

make out why Mr Major

insisted so hard on staying out

of the social chapter. He argues

vehemently that greater job

protection for workers would

in feet destroy jobs. But does

he seriously expect the other

IAN DAVIDSON
on

EUROPE

II member states to rush
ahead with restrictive new
employment laws, just at a

time when unemployment is so
high and still rising?

Is it that he shares that

strange traditional British prej-

udice, that foreigners do not
understand economics? Does
he assume that their political

behaviour is wholly Irrational?

Or was this just gesture poli-

tics addressed to his own back-
benchers? Was he opting out of

some bits of the Maastricht
treaty, any bits, it didn't much
matter which, mainly in order

to demonstrate a suitable

determination to maintain an
arm's-length independence
from Brussels?

The Maastricht treaty debate

has stirred up fierce nationalis-

tic passions, largely inspired

by wild phantasms of some
kind of mega-state run from
Brussels. Instead of dispelling

these irrational fears, the gov-
ernment has actually encour-
aged them by appeasement.
However, the British case

needs to be seen in a broader
European perspective. Prance
has in recent years always
been at the forefront of initia-

tives to press Europe forward;
and opinion polls have showed
large and steady majorities in

favour of the Community. But
even in France the Maastricht
treaty stirred up fierce opposi-
tion from nationalists. The
government only won its popu-
lar referendum by the narrow-
est of margins; and the pas-

sionate debates of the
parliamentary phase of ratifi-

cation showed that quite a
large minority of Conservative
deputies, especially among the

Gaullists, were unconditionally
hostile to the proposed devel-

opment of the Community
model of Europe.
The anti-Community minor-

ity on the Gaullist benches is

now much larger, as a result of

the Conservative landslide in

the March general elections;

and it is not clear that the gov-

ernment led by Mr Edouard
Balladur is going to be able to

keep it under control On the
contrary, the large government

majority may well fall apart
ahead of next spring's elections

to the European Parliament,

and it may even split three

ways; and there is already

intermittent sniping by nation-

alist Gaullists against the gov-
ernment's economic policy,

which is an indirect way of
attacking the Maastricht
treaty.

The government will almost
certainly face a breakaway
challenge from former presi-

dent Vatery Giscard d'Estaing,

who seems determined to lead
his own UDF party in the
European elections next year,
since this would give him a dry
run for another go at the presi-

dential elections in 1995. It is

partly to deflect him that Mr
BaUadur has offered to head a
single Conservative list of can-
didates; but his other motive is

to prevent the ultra-national-
ists in the Gaullist party from

fielding a separate anti-Euro-

pean list of candidates.

Mr Philippe S$guin, a lead-

ing Gaullist nationalist, has
already started attacking the
government’s franc fort policy,

with its emphasis on low infla-

tion and resulting high interest

rates, and has called for
“another", more growth-ori-

ented, policy.

Such a change in stance
might help reduce unemploy-
ment; it would certainly fur-

ther undermine the Maastricht
programme for monetary
union. By himself, however,
Mr S6guin is probably no more
than a nuisance; more worry-
ing for Mr Balladur is that Jac-

ques Chirac, leader of the
Gaullists, has ostentatiously
failed to denounce Mr S£gttin.

There are two differences

between Britain and France.
The first is that the Gaullists

who opposed Maastricht were
more numerous than the Brit-

ish Euro-sceptics, because
nationalism is, after all, the
dimly remembered ideology
that once underlay Gaullism;
whereas British Tories would
deny anything as coherent as
an ideology.

Second, the entire middle
ground of the French political

and administrative establish-
ment i$ a whole order of mag-
nitude more pro-Community
than their counterparts in
Britain. If the franc were
blown out of the exchange rate

mechanism, it is virtually
inconceivable that any French
finance minister would boast
that it made him sing in the
bath; on the contrary, any
French government one can
imagine would regard it as a
major political and European
crisis, calling for urgent reme-
dial action at European level
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ACROSS
1 Regularly structured news?
(u)

7 Animal found In the wetlands

(3)
t

9 Nothing In cake but card (5)
10 Having flaws and therefore

tense (9)

11 Insignificant part played by
juvenile? (5,4)

12 Expert in one department (5)
13 Alien visitor backing country

with a will (7)

15 Stumble In dance (4)

18 He entertains a lot of people
(4)

20 Old policemen taking Jackets
off? (7)

23 Drink sailor knocked back at
dance (5)

24 Shook pill-box in Puck’s place
(5.4)

26 Original type of Methodist
painter (9)

27 Rigid part of kitten's ear (5)
28 Generalseeking shelter <3>
29 Song that goes on and on

apparently (5A3)
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DOWN
1 Hint from familiar- friend (fi)

2 Determination shown by com-
pany head (8)

3 It goes round In opposite
direction* (5)

4 “Fatty", said Foe crazily (7)
5 Deeply affected we hear by
money advanced (7)

-

6 King rat in artless tale (9)
7 Number over the French flat

(6)

8 Condition of orient, say (8)
14 A party getting fair share of

high regard (9)
16 Agreed fresh terms and then

gave notice (8)

17 Excited players holding model
instrument (S)

19 Splendid Icing cm the cake?
(7)

20 Stick out (or proposed scheme
(7)

21 Support the Spanish drive for-

ward (6)

22 Arbitrator acceptable to
prime movers (6)

25 Makes a tiny bit of material

Anno Whitby
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The solution to last Saturday's prize puzzle will be published
with names of winners on Saturday August 7.


